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THE CHASE 


As a New York Correspondent 


THREE widely recognized reasons why bankers 
in all parts of the country maintain accounts 


with the Chase— 


1. Nothing gives a correspondent greater satis- 
faction than a dependable day-to-day service. 


The Chase is outstanding for the efficient 
way in which it handles the routine daily 
transactions of its correspondents 


2. A correspondent benefits from widely diver- 
sified contacts with leaders in banking, business 
and industry. 


The Chase, because of its size, prestige 
and connections, is often in a position to 
be helpful in various matters of impor- 
tance to correspondents. 


3. Correspondents appreciate the value of a 
friendly, helpful official staff in their New York 
banking connections. 


Correspondent bankers quickly develop 
friendly, personal contacts with Chase 
officers who are familiar with the various 
sections of the country and to whom they 
can turn at any time for information 
and advice. 
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If you are planning a new bank 


building, you ought to read... 


The Fundamentals of Good 
Bank Building 


By ALFRED HOPKINS 


Specialist in Bank Architecture 


It gives you complete information 
in regard to every phase of bank 
building; aids you in carrying 
out your own pet ideas; and sug- 
gests to you other ideas which 
have proven successful and which 
you might otherwise neglect. 


Written in a fresh and informal 
style, the book has the rare com- 
bination of being both entertain- 


ing and profitable. 

| 
It is profusely illustrated, and 
attractively printed and bound. 





ORDER BLANK 


BANKERS PUBLISHING COMPANY Send for 
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OT all of the banks of the nation are discouraging new de- 
N posits as is the popular impression. Some are aggressively 
inviting, even urging, new accounts. One of these, the 
California First National Bank of Long Beach, California, set its 
goal for a million dollars for the calendar year of 1934, and 
achieved it. U. V. Wicox tells all about it in an article in this 
issue beginning on page 653. “A twofold purpose,” he writes, 
“lay back of the bank’s program for securing this additional busi- 
ness: first, a test of the effect of the deposit insurance law on the 
public mind in relation to safety of deposits; and second, an an- 
alysis of accounts in relation to such competing interests as the 
Postal Savings banks and tendencies of depositors to split their 
accounts in a number of banks, or to hoard currencies.” Mr. 
Wilcox analyzes the “case histories” of the accounts that were 
opened over a ten-day period which were typical of the entire cam- 
paign. Other banks will find much food for thought in the Cali- 
fornia First’s experience in this drive. 





RatpH C. Girrorp, president of the First National Bank of 
Louisville, conceived the idea some time ago of inviting to come to 
Louisville as guests of his bank about 150 correspondent bankers 
in Kentucky and Southern Indiana to discuss mutual problems 
under the general theme of “Making Banking More Profitable.” 
The results of this highly successful conference are described in 
an article which appears on page 657 of this issue under the head- 
ing “Profitable Bank Management” which is based on a recent 
speech before the Kansas Bankers Association by E. S. Woos.ry, 
vice-president of the First National Bank and the Kentucky Title 
Trust Company, Louisville. “What is the answer,’ writes Mr. 
Woosley, “to the widespread criticism, misunderstanding, and 
many instances, downright villification of banks and bankers? 
How shall we deal with the incre asing tendency to let legislative 
bodies and public officials take the responsibility of making de- 
cisions that bankers themselves should make? How long shall we 
continue to let the demagogues and fanatics explain our business 
to the public? What shall we do about the diminishing profits in 
our business?” Practical answers to these questions were brought 
out in the frank and informal round-table conference which Mr. 


Woosley tells about in this article which we recommend to all of 
our readers. 
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“THE problem of bond investments for banks generally has become 
a major one where formerly in many cases it was a minor one. 
As a result of the activities of the United States Government in 
the financial field a substantial part of the demand for credit in 
each bank’s locality has been satisfied, and numerous loans have 
been paid off, with the result that the banks have a large amount 
of cash to deal with. Now that the payment of interest on deposits 
by correspondent banks has been made unlawful the banker 
practically forced into the investment market if he is to make his 
‘rash earn anything.” So write Henry Y. Orrurr and J. Van 
Dyke NorMAn, JR., vice-presidents of the First National Bank 
and the Kentucky Title Trust Company, Louisville, in an article 
which begins on page 663 of this issue. Various problems con- 
nected with bank bond investments are ably considered by these 
two writers and many valuable suggestions are given based on 
practical experience. 





“THERE is absolutely no necessity, under the new order, for banks 
to be 100 per cent. liquid,” writes A. W. Woops in an article in 
this issue beginning on page 667 entitled “New Concepts of Bank 
Supervision and Operation.” ““W hat good,” he continues, “to the 
Government or to the local community is an overliquid bank? We 
agree that in the old days the fear of runs, economic unrest, and 
numerous bank failures, together with a slowing down of business 
activities at frequent intervals, made it necessary for banks to keep 
large liquid reserves.” Mr. Woods suggests that runs on banks be 
made unlawful, that examinations be made less frequently, that 
the Federal Reserve System be given more power but be completely 
divorced from political control, that discount eligibility be extended 
ea include all good paper offered by member banks. Many of our 

saders will not agree with all of Mr. Woods’ opinions but they 
will find his discussion both interesting and stimulating. 





BankKERS and business men are frequently asked their opinion of 
“social credit.” Many otherwise well-informed bankers have but a 
vague idea of what this theory of the “new economists” is and what 
its implications are as to the future of banking. In this issue, 
beginning on page 671, Harvey S. CuHasE explains in simple lan- 
guage just what the social credit theory is and why, in his opinion, 
it is unsound and unworkable. Mr. Chase is a certified public 
accountant of many years’ experience. He was formerly president 
of the Massachusetts Society of Certified Public Accountants and 
vice-president of the American Institute of Accountants. 








Ernest O. Moors, author of “The Bankers’ Tower of Babel” in 
this issue was formerly on the staff of the Federal Reserve Bank of 
New York and is now a resident of Switzerland. 
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Editorial Comment 


DEBATE ON THE BANKING BILL 


EW proposals for general banking legislation have 

received so much attention from bankers and the pub- 

lic at large as has been bestowed upon the bill now 
pending in Congress for a further legislative reform of our 
banking system. As a matter of fact, the provisions of this 
bill relate more to the Federal Reserve System than to the 
member banks or to others outside the system. They are 
designed to extend the public control over that system by 
the Federal Reserve Board, and thus to give to any ad- 
ministration in power a closer grip on the banking and 
credit policies of the country. In short, the potential po- 
litical control of these policies is greatly to be augmented 
should the bill be enacted in its present form. As Governor 
Eccles pointed out in his statement before the Banking and 
Currency Committee of the Senate, the main element of 
controversy over the measure is between those who believe 
in such public control and those who are opposed to it. As 
to this, it may be said that the agitation against the banks 
lends strong support to those who are urging stricter pub- 
lic control of banking operations. 'To combat this tendency 
has been found no easy matter. From the attitude of Gov- 
ernor Eccles, it is a fair inference that the bill represents 
the wishes of the present Administration. 

The possibilities of public control of the Federal Re- 
serve are in the existing law. They would be greatly in- 
creased if the pending bill is enacted. But this is not the 
only serious objection which has been put forth against the 
bill. By the reconstitution of the open market committee, 
the power would be given to force Government bonds on 
the banks. 

How one prominent banker regards the extension of 
public control over the banks may be seen from the ex- 
tended and masterly argument made by Winthrop W. 
Aldrich, chairman of the Chase National Bank of New 
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York, made before the Subcommittee of the United States 
Senate Committee on Banking and Currency. On this point 


Mr. Aldrich said: 


I find nowhere among the central banking organizations abroad so 
complete political control as the present bill provides for. The mem- 
bers of the Federal Reserve Board are already 100 per cent. i - 
pointed by the President acting solely on his own initiative, subject of 
course to the advice and consent of the Senate. It is to this group, 
three of whom are directly representative of the political administra- 
tion, that the bill would grant powers more extensive than are granted 
to any foreign central bank that I know of—first, the power to force 
on the Federal Reserve System an indefinite amount of Government 
obligations of any and all maturities whether purchased directly from 
the Treasury or not; second, the power to fix rates of discount and 
interest charged by the Reserve banks; third, the power to fix at will 
what deposits the member banks shall keep with the Reserve banks; 
fourth, the power to lower the standards fixed in the law describing 
the quality of paper the Federal Reserve banks may buy or lend 
upon; fifth, the power to dilute the currency; and sixth, the power 
to force the Reserve banks to engage in whatever open market opera- 
tions it may decree. This is not liberalizing the Federal Reserve Sys- 
tem. It is making it over into an instrument of despotic authority. 


Mr. Aldrich’s argument was by no means confined to 
destructive criticism of the bill in its entirety. He went 
sarefully over its main provisions, condemning them where 
he thought necessary, but in many other instances offering 
suggestions for their amendment. His criticisms were gen- 
erally such as are regarded as “constructive.” 

Dealing with the dangers of further experimentation, 
Mr. Aldrich concluded his statement as follows: 


We must not delude ourselves. The three efforts to accomplish a 
higher price level by manipulating credit and the currency have failed. 
But they have left behind them a vast amount of explosive material 
which some future effort may set off. The potentialities are so vast, 
and the restraints so few that should some one of their efforts suc- 
ceed the result would most likely not be an isolated detonation but a 
vicious and perhaps uncontrollable conflagration. 

In the recommendations I have made in the course of my discus- 
sion of the several sections of the bill I have attempted to remove the 
hazards to business and the public welfare which the bill contains, and 
to preserve those features which promote the efficiency of the Fed- 
eral Reserve System for both ordinary and emergency action. In mak- 
ing my proposals and in my discussion I have had to draw on bank- 
ing knowledge and to use banking terms. But the language used should 


deceive no one. This bill is not the business of the banks, except as 


they are concerned in the welfare of the nation as a whole. Its effect 
is upon every member of the community, and the threats it contains 
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are directed, however unwittingly, against the entire citizenship of the 
country. 


It has always been difficult to secure really sound bank- 
ing legislation in this country. The voice of the dema- 
gogue sounds more sweetly in the average Congressman’s 
ears than do the counsels of the wisest. But the admonitions 
contained in Mr. Aldrich’s statement can hardly have failed 
in creating a profound impression on all those who heard 
them. 





PROMINENT BANK ENTERS SMALL 
PERSONAL LOAN FIELD 


NE way of setting idle banking funds to work is by 
extending loans to those not generally looked on by 
the larger banks as desirable borrowers. Following 

this policy the Manufacturers Trust Company of New York 
has announced that it will inaugurate in the early part of 
this month a personal loan service consisting of extending 
loans, chiefly on the basis of character, in amounts ranging 
from $60 to $2000. Such loans will be made at the rate of 
6 per cent., repayments to be required in monthly install- 
ments over the period of a year, and these payments will 
be deposited in a thrift account where interest will be paid 
at the prevailing rate of the bank on thrift accounts, this 
interest to be credited to the borrower. 

There are several influences tending to cause bankers 
to look with more auspicious eye on the small personal loan 
than they have done in the past. With the Government 
doing so large a share of the large-scale lending, the banks 
must, to some extent, seek elsewhere a fresh outlet for loans 
if they are to continue to operate at a profit. The banks, 
having large excess reserves, can not forever remain in- 
different to the comparative lack of demand for loans. There 
are other considerations coming to light. The banks are wit- 
nessing the surprising growth in number and volume of 
business shown by personal finance corporations of various 
kinds, lending at pretty stiff rates, and apparently with a 
high degree of safety. No doubt, banks as a rule—the 
larger institutions in particular—would prefer to make loans 
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according to their accustomed ways, where security other 
than “character” was ample, but the exigencies of the situa- 
tion may force them to give up some of their cherished 
ideas and practices. 

If the larger banks can safely and profitably extend 
loans to more numerous classes in the community, benefit 
may accrue to borrowers and the popularity of this class of 
institutions correspondingly increase. 





“STRANGULATION OF SMALL BANKS” 


O much has been said in favor of the unification of our 
banking systems, that it seems only fair to present the 
other side of the case. In an article appearing in the 

Protective Bulletin of the Pennsylvania Bankers Associa- 
tion, under the above head, the other side is thus vigorously 
set forth: 


Those who have an eye single to the pre-eminence of the national 
banking system lose no opportunity to declare themselves in favor of 
driving out state banks and state banking systems. The most tiresome 
and perhaps the most trivial statement made by folks of this per- 
suasion is that we have in the United States forty-nine different bank- 
ing systems. This sounds as though we were a race of addle-pate 
bankers trying to travel in forty-nine different directions at the same 
time. The simple fact is, however, that in any given state there are 
but two types of banks, namely, those chartered by the national Gov- 
ernment and those chartered by the state Government. Moreover, in 
any given state there is no more occasion for confused banking or 
confused banking supervision, than we have experienced in the Com- 
monwealth of Pennsylvania, where banking processes have not been 
confused even to the slightest extent by reason of the two classes of 
existing banking institutions. He would be most unwise who would 
not be in favor of eliminating any inconsistencies between state bank- 
ing law and national banking law, where the result of such incon- 
sistencies is to encourage unsafe banking. At the same time it is not 
to be presumed that a set of banking regulations devised at Washing- 
ton could apply with equal validity in every state of the Union. It 
is therefore in the public interest to permit a diversity in banking laws 
so that business may be facilitated according to the special needs of 
any state. It is more than disappointing to realize that after Uncle 
Sam has reached out a helping hand to many banks in a time of need 
—big national banks no less than small state banks—he should now 
be using strong-arm methods to force hundreds of state chartered in- 
stitutions to operate under Federal supervision and under circumstances 





THE BANKERS MAGAZINE 


where little or no advantage would accrue either to the small bank 
or to the community it serves. 

To advocate federalization of all banks in the United States is 
only another way of advocating that smaller unit banks should even- 
tually be wiped out. There is perhaps more misunderstanding concern- 
ing the relationship between the size of a bank and the soundness 
of a bank, than any other single question in the whole banking field. 
Pennsylvania now has one hundred and forty banks capitalized in the 
amount of $25,000 and thirty-eight more banks below $50,000, or one 
small bank out of every six. These banks are of course in our smaller 
communities and can be conducted upon an entirely sound basis where 
total deposits approximate $200,000. In many cases sound manage- 
ment is an accomplished fact with $150,000 deposits and less. In 
establishing many of these banks under the national banking system, 
an inducement had been held out ever since 1863 in the form of extra 
earnings through the national bank note circulation privilege. This 
privilege has now been taken away, effective this year. Likewise, 
small banks formerly had the privilege along with all other banks, 
of an exemption of $3000 of their income, before corporate Federal 
income taxes would apply. Again the theory now prevails in Washing- 
ton and elsewhere that small banks should be compelled to increase their 
capital to $50,000 on the presumption that this would increase their 
stability despite the fact that the ratio between capital assets and de- 
posits is kept well below the one to ten standard. It seems also that 
because banks in the smaller communities find their investments largely 
through notes given by local borrowers, they are under the ban more or 
less of supervisory departments, simply because their notes are not 
necessarily self-liquidating, but require considerable time for repay- 
ment. Every single cone of these factors is working an injury to the 
time-honored position which many of these smaller banks have occupied. 

As for the capital stock requirement, the larger the amount of 
common capital, the more difficult it is to pay a satisfactory rate of 
dividend and at the same time set aside a substantial amount of earn- 
ings each year to the undivided profits account. Consequently, the less 
expansion in the bank’s surplus funds, the more danger there always 
is that sudden reverses in the economic system may cause impairment 
of the capital account and thereby place the bank in unexpected diffi- 
culty. In fact it is time that practical bankers who understand the 
gravity of these considerations, should not permit such delusions as 
this to have credence with folks who ought to know better, but should 
raise their voices on behalf of the absolute justification small banks 
have had in being chartered originally in communities capable of sup- 
porting a bank properly capitalized. It is a fact that cannot be con- 
troverted that in thousands of our smaller communities, these small 
banks have stood like Gibraltar and have contributed tremendously 
to the progress of their local patrons. There have been many excep- 
tions to the rule, but if the Government wishes to set the lines for a 
genuine recovery, one of the best places to begin is by restoring more 
assurance for the future to the country bank. Methods should be de- 
vised for rebuilding its earning position and real confidence in the 
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mind of the local banker, that the forces of government are not bent 
upon putting the small bank out of business nor upon setting the lines 
so that from year to year he is going to have more difficulty in holding 
his own as a valuable, dependable unit in the business world. 


While the foregoing article is from the Protective Bul- 
letin of the Pennsylvania Bankers Association, it is credited 
to the Pennsylvania Manufacturers Journal. That it ac- 
curately reflects the opinion on this subject of the bankers 
of the Keystone State may be seen from the results of a 
questionnaire on branch banking, the information being 
taken from the same issue of the Protective Bulletin in which 
the above article appeared. 

The statement regarding this questionnaire is signed 
by W. Walter Wilson as chairman of the committee on 
legislation of the Pennsylvania Bankers Association. It 
says: 


In view of the fact that legislation is pending at Harrisburg pro- 
posing an extension of branch banking in Pennsylvania on a country- 
wide basis and in contiguous counties, the committee on branch bank- 
ing, Pennsylvania Bankers Association, through its chairman, Harry J. 
Haas, has given out the following questionnaire concerning the voting 
on those questions contained in the recent questionnaire, which are 
pertinent to the provisions of House Bill 2139, introduced at the in- 
stance of the banking department. 

The vote on these pertinent questions is as follows: 


(C) 1. Establishment of branches in any 
Pennsylvania community (other 
than in Philadelphia and Pitts- In favor Opposed 
burgh as now provided in the law) Natl. banks : 300 
which already has banking facili- State “ é 167 
ties. 
467 
State-wide branch banking. Natl. banks 311 
State . y 173 


484 
County-wide branch _ banking Natl. banks 287 
omitting consideration of Philadel- State “ 156 
phia County. —— 
443 
Enactment of a law in Pennsyl- 
vania extending branch banking Natl. banks 
privileges beyond the present State “ 
scope. 
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The foregoing data provide a cross section of opinion shared by 
the banks of Pennsylvania on the question of an extension of branch 
banking within the confines of our state. 


It would be of much further interest to have the results 
of a like investigation among all the states in order to get 
a clearer picture of the attitude of the bankers generally 
respecting branches and the unification of banking. 

The attempt to force all banks into a single system, as 
the price of their retaining the deposit insurance plan, 
originally contained in the Eccles bill, has been dropped. 
In the opinion of many leading banking authorities the 
unification of banking systems is regarded as highly desir- 
able. But it seems that the independent banks—the state 
institutions especially—are so numerous and powerful as 
to prevent such unification at the present time. ‘Those who 
are highly concerned about the improvement of banking, 
so far as this improvement is to be achieved through legisla- 
tion, might therefore profitably turn their attention to the 
amendment of existing state banking laws where they are 
deficient in providing adequate safeguards. 

If one may judge from some provisions of the Eccles 
bill, the turning over to Congress, in the present attitude 
of that body, all regulation of banking in the United States 
would be a public calamity. Washington, hardly less than 
any of the states, is in need of a better understanding of 
the requirements of sound banking. 





MUST PAPER “MONEY” BE ABOLISHED? 


HEN a member of the United States Senate and 
a former Secretary of the Treasury declares, in 


substance, that the proposed issue of greenbacks to 
pay the soldiers’ bonus would be no different from all our 
present paper “money,” the inquiry raised above does not 
seem illogical. 

In “A Scientific Banking System” by Newton D. 
Alling, published in the April issue of THE Bankers 
MAGAZINE, this statement appears: 

Few people realize that nine-tenths of our vaunted prosperity is 
due to credit inflation built up by our banking system during the past 
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one hundred years. If the country had remained on a hard money 
basis during that period, that is, done all trading with coin, a much 
smaller proportion of the business activity, price increase and wage 
scale would have come about. In short, there would not have been so 
much apparent wealth made up of bank balances and security values. 

Counting the violent ups and downs of our economic 
history, might one not safely say that, in the long run, we 
would have been better off by sticking to “hard money.” 

To the paper-money theorist such a question doubtless 
seems absurd. And yet, prior to the Great War, England 
got along very comfortably on gold and silver coin, with 
only a very modest volume of paper unsecured by gold. 

Under proper restrictions, bank notes could be issued 
to supplement coin, and a beginning in this direction was 
made in the Federal Reserve Act, but was largely defeated 
by making the Federal Reserve notes Government obliga- 
tions. In other words, to make actual money out of an 
obligation to pay money-—an obligation which has now 
lapsed. 

The notion that all the paper “money” now in existence 
in this country does not differ from greenbacks or fiat 
money does not seem supported by the facts. Behind all 
our paper currency there is a large volume of solid assets, 
gold, silver and other items of value. At present one real 
test of the soundness of this currency—its redemption in 
real money—is absent. History has afforded no other test 
of reliability so essential as this. 





SECRETARY MORGENTHAU’S ADDRESS 


HE address of Mr. Morgenthau, Secretary of the 

Treasury, made over the radio on May 13, was less 

significant for what was said than for the things un- 
said. In this respect the expectations raised in advance of 
its delivery were not realized, and to many listeners this 
was a disappointment. But the Secretary made one state- 
ment of marked importance, and it was this: 


The world should know that when it is ready to seek foreign ex- 
change stabilization, Washington will not be an obstacle. Our posi- 
tion was that of an innocent bystander who suffered untold loss in a 
fight that he did not start, and from which he could not escape. Why 
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should we be singled out and admonished that the moral duty to re- 
store order is primarily ours? Before we make any commitments we 
must be sure that we will not lose what we have just regained. 

We are not unwilling to stabilize. However, if the great trading 
nations elect to continue under the present absence of rules we are no 
longer at a disadvantage. We revalued our currency no more than was 
necessary and we can go either way. Our hands are untied. 


This means, clearly enough, that the United States will 
not proceed to stabilization until other nations have shown 
a readiness to take the same action. ‘The Secretary’s state- 
ment that “we can go either way” is not reassuring to those 
who fear further devaluation of the dollar. 

Secretary Morgenthau was somewhat ingenuous in his 
contention that domestic and export sales had increased be- 
‘cause of dollar devaluation. He knows well enough that 
consequences and coincidences are not necessarily the same 
thing. If his expanded foreign trade figures had taken into 
account the former gold dollar, a much less favorable show- 
ing would have been disclosed. 

As to gold and silver, the Secretary said: 


We have more gold than ever before, but the world supply of 
monetary gold is also increasing rapidly. Production now proceeds at 
the rate of about $1,000,000,000 annually, and will continue to increase. 
The great nations are restoring their reserves. Meanwhile, percentages 
of the totals held by the various nations show no alarming changes. 

We had 41.7 per cent. of all the monetary gold in 1922, and now 
we have 38.8 per cent. France had 8.4 per cent. in 1922 and now she 
has 24.8. Great Britain lost gold heavily before she suspended gold 
payments in 1931, but since then has increased her share from 5.2 per 
cent. to 7.2 per cent. 

With increasing gold production, and hundreds of millions of dol- 
lars’ worth of the yellow metal being brought out of hiding, surely 
some of it can be used to pay balances. We are also endeavoring to 
restore silver to greater usefulness as a monetary metal. It is the 
money of a large part of the world’s population. 


While his statement regarding gold production effec- 
tually disposed of the gold shortage theory, his “explana- 
tion” of our silver policy was laconic, to say the least. 





CHARGES BASED ON “SERVICES RENDERED” 


Morris Plan loans cost more than 


commercial bank loans; they should. 


A few characteristic figures tell the 


story: 


One representative Morris Plan insti- 
tution which lent approximately 
$2,500,000 last year, made 11,048 
loans. To do this it had to interview 
some 16,000 prospective borrowers, 
of whom 12,374 filled out applica- 
tions. This in turn (since there were 
usually three names on a note) meant 
investigations of nearly 37,122 peo- 


ple. As the loans in this bank were on 


a monthly amortization basis, 132,576 
items were received and recorded. On 
a weekly basis (as in many banks) 
there would have been some 574,000 


items. 


No banker needs to be told that such 
operations run into money; yet they 
are an essential part of Morris Plan 


banking. 


Compare the cost with the service 
rendered. Then, we are confident, 
you will refer undesired (but not 
undesirable) borrowing customers to 


your local Morris Plan institution. 


MORRIS PLAN BANKERS ASSOCIATION 


with which is affiliated the Industrial Bankers Association, Inc. 


15 East FAYETTE STREET 


BALTIMORE, MARYLAND 


Thi# series of advertisements 
is sponsored by Morris Plan 
institutions in 89 cities 





A Million New Deposits 


How a California Bank Increased Its Deposits by That Much 
in One Year 


By U. V. Witcox 


OT all of the banks of the nation 
are discouraging new deposits as 
is the popular impression. Some 

are aggressively inviting, even urging, 
new accounts. One of these, the Cali- 
fornia First National Bank of Long 
Beach, California, set its goal for a 
million dollars for the calendar year of 
1934, and achieved it. 


solicitation of new business, we are 
aware of the fact that we must attribute 
the major portion of the increase re- 
corded to the benefits received as a re- 
sult of the enactment of the Glass- 
Steagall Act sc far as that act relates 
to Federal Deposit Insurance.” 
However, the Federal law was not 
given the credit except as the analysis 








Month 
January 


February 
March 


Number 
282 
203 
156 
221 
181 
172 
191 
170 
168 
202 
272 
A9VQ 


September 
October 

November 
December 





New Accounts SINCE JANUARY 1, 
CALIFORNIA First NATIONAL BANK 





A twofold purpose lay back of the 
program for securing this additional 
business: first, a test of the effect of the 
deposit insurance law on the public 
mind in relation to safety of deposits; 
and, second, an analysis of accounts in 
relation to such competing interests as 
the Postal Savings banks and tendencies 
of depositors to split their accounts in 
a number of banks, or to hoard cur- 
rency. 

Rupert F. McCook, assistant cashier 
of the California First National de- 
clared, as to the first finding that “de- 
spite the fact that this bank was very 
aggressive during the past year in the 


1934 


Total Initial Deposits 
$ 91,033.12 
85,419.22 
105,702.02 
86,655.20 
66,585.28 
66,907.80 
81,682.06 
84,457.33 
80,383.95 
74,378.29 
113,018.71 
73,692.93 








of the accounts showed the effect of 
the law on the public mind, causing 
people with money to respond to in- 
vitations to open an account with a bank 
which prominently emphasized its mem- 
bership in the insurance fund. 

“In order to determine the amount 
and number of deposits placed with our 
bank as a result of the insurance legis- 
lation, we decided to make an analysis 
of all new business received during the 
month of January, 1934,” Mr. McCook 
declared. He added: “During the en- 
tire month of January, we opened a 
total of 282 new accounts with total 
deposits of $92,033.12.” 
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While the legal assurance of Govern- 
ment support for the bank played a 
large part in the year’s campaign, other 
factors were uncovered. For example, 
the bank’s drive reaching the month of 
March encountered the regular interest 
date of the Government's postal savings 
certificates. 

“During the month of March we 
opened a total of 156 new accounts with 
initial deposits of $105,702.02,” Mr. 
McCook explained. “A large portion of 
this increase was due in a large measure 
to the fact that during that particular 
month interest became due and payable 
in connection with a large number ot 
postal savings certificates. Many hold- 
ers of these postal savings certificates 
transferred their accounts to the bank.” 

Thus the insured commercial bank, 
according to the reasoning of the officers 
and directors of the California First 
National, offered a more attractive 


place to deposit private funds than the 
post ofice window. 


REASONS FOR NEW DEPOSITS 

Other trends of perhaps deeper sig- 
nificance than the foregoing were un- 
covered in the analysis which was made 
when the new accounts were opened 
and the initial deposits recorded. A 
typical ten-day analysis is revealing: 

First Day: Mrs. H. A. M. deposited 
$2500. This was in the form of a check 
drawn on another bank. She asked if 
this bank was a member of the insur- 
ance fund and if all the banks in the 
city had become members of the fund. 
She explained that she had thought it 
wiser to keep her checking account in 
one bank and her savings account in 
another but had now decided to place 
both in this bank. 

Second Day: Mrs. C. J. D., a former 
customer, deposited $1000 to reopen her 
account. She explained that she had 
withdrawn her funds due to fear hav- 
ing had an account in a bank in a neigh- 
boring city which had experienced diffh- 
culties. She was anxious to have all 
her money in one place to the limit of 
the insurable amount. 


Third Day: Mr. D. W. F. deposited 
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$2000 which sum had been realized 
through the sale of Liberty Bonds. 
Fourth Day: Mr. C. C. deposited 
$503 and asked about the insurance law, 
its limits and methods of protection. 
Mrs. F. D. deposited $500 in currency 
and Mrs. J. W. and Mrs. J. O. both de- 
posited $500 in currency. Mrs. J. O. 
asked if her deposits would be insured. 
She stated that it would be necessary 
for her “to gather together certain addi- 
tional funds for deposit” which she ex- 
plained were located in “‘several different 
places.” Mr. S. H. C. deposited $508; 
Mr. W. F. K., $2000, both going to 
savings accounts. Mr. S. H. C. declared 
that he was going to “bring in a wad of 
money” as soon as he could gather it 
together from its scattered localities. 


““KNOWN IN HIS BANK” 


Fifth Day: Miss J. N. S. deposited a 
$1000 bill, Mr. E. E. G. deposited 
$1050 in currency saying that he wanted 
to do business where he could personally 
be acquainted, having formerly been 
dissatisfied with chain banking, where, 
he claimed he “was never known.” Mr. 
E. E. G. said that it was his understand- 
ing that “all national banks were com- 
pelled to be members of the insurance 
fund but that state banks were not so 
compelled.” He added that he thought 
it possible that some of the smaller state 
banks might later withdraw, hence he 
felt it was safer to be with a bank which 
was always a member of the fund mak- 
ing it unnecessary for him to watch the 
situation. 

Sixth Day: Four deposits, all in cur- 
rency, totaling $1380 received. These 
were in sums of $600, $150, $380, $250. 
The same day Mrs. F. W. deposited 
$850 represented by travelers’ checks, 
saying that she had carried these about 
for more than a year undetermined as 
to where she could place them. Another 
account of $1889.38 was recorded, hav- 
ing formerly been in a bank which was 
closed but now paying off. 

Seventh Day: Mr. F. S. H. deposited 
$100 in currency. Mr. K. R. a check 
for $2500 drawn on an _ out-of-town 
bank. The transfer was declared to be 
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The drawing above, entitled “The Paying Teller’s Window,” had no original connection with 


this article. 


But the California First National Bank seems to have been experiencing the 
same line of depositors, again putting their trust in their bank, as is represented here. 


This 


drawing appeared in the house organ of the Chase National Bank, and was reproduced there 


with permission of the D. Appleton-Century Co. 


It is from “Banks of New York and 


the Clearing House.” 


due to the emphasis on safety in the in- 


surance fund and convenience. Mr. 
J. R. deposited $2000 in currency. 

Eighth Day: Mrs. J. B. deposited 
$6000 saying that she expected to pur- 
chase a new home soon and wanted 
the money where it would be safe. 

Ninth Day: Mr. O. H. C. deposited 
$200 in currency saying he wanted to 
do business only with government-in- 
sured banks. Mr. S. J. E. deposited 
$1000 in currency. These were old 
large bills and showed evidence of be- 
ing in hiding for several years. Mr. 
L. P. deposited $400 in currency. Miss 
F. E. W. deposited $500 which she said 
represented one-half of her savings, the 
other half being in a well-known bank. 
Before making the deposit she was very 
inquisitive regarding the condition of 
the bank, the insurance on deposits, the 
amount of interest paid and other mat- 
ters. Mr. M. J. T. deposited $326 
which he had held feeling nervous about 
conditions. 

Tenth Day: Mr. N. B. H., of a mort- 
gage company, telephoned asking if the 


bank was a member of the Federal De- 
posit Insurance Fund. Also asked re- 
garding interest rates. Decided to open 
an account with $2500 to be placed in 
savings account. In the day’s mail there 
was received a check drawn by R. H., 
a brother of the mortgage company off- 
cial, drawn on a New York bank, also 
for $2500. Orders were to place it in 
a savings account. In both cases it was 
requested that the other brother be given 
the privilege of drawing against each ac- 
count under power of attorney with 
definite instructions that these accounts 
should be carried jointly. This is de- 
clared to be “another example” of the 
scattering of accounts which may be due 
to the effect of the limit placed by the 
FDIC on insurable accounts. 

The ten days is typical of the ac- 
counts which the California First Na- 
tional received as a result of its emphasis 
on insurance fund safety and the usual 
banking factors of service. A month 
by month tabulation for 1934 shows 
2446 new accounts, with total deposits 
of $1,009,915.91. 





LIQUIDITY 


Lack of demand for sound loans, 
scarcity of suitable investments, and 
a program of unprecedented Gov- 
ernment financing, have produced a 
plethora of idle funds on deposit in all 
classes of banks. 


These are but temporary results 
that must right themselves upon the 
return to normal conditions of trade 
and finance. 


A permanent and much to be desired 
form of liquidity is that which assures 
every bank customer quick returns 
upon his out-of-town checks and 
other collection items. This is a fa- 
cility always available to those who 
do business with this bank. 


THE 


PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 1803 


PHILADELPHIA, PA. 


CAPITAL, SURPLUS and PROFITS . . $34,000,000 





Profitable Bank Management 


By E. S. WoosLEy 
Vice-President First National Bank and Kentucky Title Trust Company, Louisville, Ky. 


HAT is the answer to the 
widespread criticism, misunder- 
standing, and in many in- 
stances, downright villification, of banks 
and bankers? How shall we deal with 
the increasing tendency to let legisla- 
tive bodies and public officials take the 
responsibility of making decisions that 
bankers themselves should make? How 
long shall we continue to let the dema- 
gogues and fanatics explain our business 
to the public? What shall we do about 
the diminishing profits in our business? 
We must answer these questions and 
we must do it right away. Upon our 
answer will depend the future of bank- 
ing in this country. Really, are not our 
problems within ourselves and not with- 
out? Is not the greatest problem right 
now the banker’s own mental attitude? 
The first step, it seems, in meeting 
the difficulties confronting us is to get 
rid of our fear; to banish our in- 
feriority complex; to become open- 
minded; to assume a positive mental 
attitude instead of a negative attitude; 
to propose instead of oppose; and to 
step up into the place of leadership 
which our position in the economic 
world demands. , 


BANKERS NECESSARILY CONSERVATIVE 


There are reasons, of course, for 
bankers being of a negative turn of 
mind and slow to move. They must 
of necessity be conservative. Banking 
is a delicate piece of economic ma- 
chinery. Any phase of life which 
deeply affects the well-being of men 
and institutions must make progress 
slowly, and change its course only after 
the most deliberate thought. Thus, we 
may explain and excuse the tardiness 
of bankers to defend themselves and 


_ Address before Kansas 
tion, Topeka, May 17. 


Bankers Associa- 


their reluctance to change policies of 
long standing. There is a challenge 
today, however, to the conservative to 
be alert, courageous and aggressive, if 
the ideals and institutions which sens- 
ible conservatism protects are to endure. 
Today calls for decisive action. 

Our own bank, the First National 
Bank of Louisville, has had some 
measure of success in meeting this 
challenge. Our president, Ralph C. 
Gifford, conceived the idea of inviting 
to come to Louisville as our guests 
about 150 correspondent banks in Ken- 
tucky and Southern Indiana to discuss 
our mutual problems under the general 
theme of “Making Banking More Profit- 
able.” They came in small groups for 
a two-day conference. 

We sat around a large table in our 
directors’ room, without any inhibitions, 
and discussed problems, the solution of 
which might well involve the very jobs 
of those present. We all talked about 
things in a frank and intimate manner 
such as could not possibly be true of a 
larger group. The “clinic” was a 
mental stimulant and, in many cases, 
a mental irritant which was a challenge 
to the initiative and courage of those 
present. What I have to say reflects 
in part the composite thought of those 
who ‘participated in those unique con- 
ferences. 


NOTHING CAN TAKE THE 
MANAGEMENT 


PLACE OF 


Our first attack on the perplexing 
situation affecting us is in the field of 


personal management. There is a way 
to keep our banks sound—they are now 
sounder than ever in our history—and 
at the same time make a fair profit for 
stockholders, give just rewards to those 
who work in banks, and build up re- 
serves to safeguard the interests of the 
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public. That way will be found in 
management, and management only. 
Nothing can take its place. If bankers 
cannot manage their institutions so as 
to bring such results, there is no hope 
under the present system. 

Good management should be judged 
by two things: profits and public serv- 
ice. The two are synonymous. There 
can be no public service without fair 
profits; and certainly profits will not 
long continue where there is no service 
to the public. Fair profits denote con- 
tinued soundness, unworried executives, 
and freedom for constructive thought 
and leadership. Badly managed institu- 
tions operating on a continuing un- 
profitable basis denote harassed execu- 
tives, diminishing reserves and increas- 
ing risk to the public. When we serve 
ourselves well, we serve the public well. 
In the good old days the chief job of 
management was to apply the income 
from loans and investments to interest 
paid, operating expenses, dividends and 
sometimes, if there was a balance, to 
reserves, and the job was done. 

Today, however, when management 
considers the deficiency existing in too 
many cases between the cost! of operat- 
ing a bank and the income from local 
loans and the bond account, the neces- 
sity for additional income is only too 
apparent. 


MORE CARE ABOUT LOANS 


The most perceptible reasons for 
diminished income are low money rates 
and little or no demand for commercial 
loans. More important and more 
closely related to management, however, 
is the fact that good management will 
be for a long time more careful about 
the loans it makes and the bonds it 
buys. 

I read recently the rather astonishing 
statement that over a period of twenty- 
five years the total losses in all busi- 
ness almost equaled the total profits. 
Consideration of the fact that about 
90 per cent. of all business enterprises 
fail lends strength to that statement. 
Banks generally have been guilty of 
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carrying loans from whose apparent 
profits they paid dividends or built up 
reserves, and then finally had to charge 
them off. Many potentially unsound 
loans are carried during normal times 
as dependable, profitable investments, 
but as soon as the winds of adversity 
blow, they go down in the storm. They 
become actually unsound because they 
had the elements of unsoundness in 
them from the beginning, or unsound- 
ness developed, and the bank through 
lack of attention did nothing about it. 


WEAK AND INDOLENT ATTITUDE 


The contents of our loan files were 
wrecked during the depression, partly 
because of factors beyond our control, 
but in no small part because of our own 
weak and indolent attitude toward 
proper credit policies and methods. 

Although this is beside the point 
which I wish to stress, my own opinion 
is that the bankers of the country dem- 
onstrated little resistance to the build- 
ing up of the credit pyramid which 
finally toppled over, and wrought in its 
wreckage more deaths, more suffering, 
more moral and economic loss than was 
caused in this country by the World 
War. 

We protested weakly, if at all, 
against the orgy of borrowing indulged 


in by individuals, institutions, busi- 
nesses, municipalities, states and the 
Nation. (We were and are still wit- 


nesses of, and in many cases partici- 
pants in, the mortgaging of the income 
of this country for fifty years ahead. 


IMPORTANCE OF ADEQUATE CREDIT 
INFORMATION 


But, let us get on to the point which 
more practically concerns us as individ- 
ual bankers responsible for our own 


particular banks. Our’ bank has 
searched the country to find the best 
means of keeping clean, up-to-date 


credit files. The rule of thumb, or a 
memory that remembers everything, has 
no place in any adequate credit ar- 
rangement. Most memories, as to facts 
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in detail, are good for about one week. 
A banker who lends his depositors’ 
money on memory and past experience 
is following a dangerous course. 

We often hear this reason for mak- 
ing a loan, “He has always paid.” The 
former chairman of our board used to 
say, “If you keep on lending a man 
long enough, you will finally lose.” 
This is by way of saying that proper 
credit files, with up-to-date signed state- 
ments, memos of interviews, and re- 
corded understanding regarding pay- 
ment, are necessary in all banks. 

If we loaned money on honesty, few 
would be turned down; but capacity 
to pay is as essential as intention to 
pay. Keeping informed is the only way 
to know about one’s capacity to pay. 

Easy and loose credit policies have 
done infinitely more harm to the public 
than so-called tight credit. Public in- 
terest demands a sensible, informed, 
constructive credit policy, and that 
means refusing loans as well as making 
them. One’s feeling in declining credit 
to a man is that he is doing him a good 
turn. The man who does ngt merit 
credit can only be harmed by getting it. 


CORPORATION BONDS NOT RELIABLE 
SECONDARY RESERVE 


Turning to the bond account, painful 
experience has taught us that only the 
highest grade bonds are an acceptable 
investment for our depositors’ money. 
Bonds are highly technical and do not 
lend themselves to casual interpretation. 
The word “bond,” somehow or other, 
came to connote the highest type of 
investment, but unfortunately the name 
now means nothing except that the 
purchaser should beware. 

A stock gives its own warning to 
the conservative, but a bond often 
appears to be something it emphatically 
is not. The word “bond” printed on a 
beautifully engraved piece of paper 
means absolutely nothing. 

Experience has demonstrated that 
corporation bonds do not constitute a 
reliable secondary reserve. Generally 
speaking, the bond account should be 
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limited to the investment of time de- 
posits. Corporation bonds are not suf- 
ficiently liquid for the employment of 
demand deposits. In normal times 
there may be a ready market; but in 
periods of stress, neither marketability 
nor short maturity will give sufficient 
availability for demand deposits. 


NOT TOO MUCH DIVERSIFICATION 


Safety of principal, indicated usually 
by low yield, short maturity, and mar- 
ketability, are factors which should 
weigh most. Diversification of risk is 
wise, but diversification should not go 
to the extreme of having so many 
issues that they can’t be watched. Too 
much diversification also tempts one to 
speculate, the thought being that not 
much could be involved in taking a 
risk on one of the small units of invest- 
ment money. 

Bonds are loans and require the same 
constant, alert attention as local loans. 
One cannot afford to buy even the 
highest grade bonds and forget them. 
Factors affecting bonds change as rap- 
idly as those affecting local loans. The 
constant watching of one’s bond account 
requires specialized knowledge and 
talent. It would pay a bank that has 
a bond account and does not have an 
investment officer to get an investment 
adviser and pay for his services. In 
getting such an adviser it is wise for 
you to seek him rather than have him 
seek you. That same rule should apply 
in buying bonds. It is your job to buy 
rather than be sold by some personable, 
high-pressure salesman. 


BONDS BOUGHT WITHOUT THOUGHT 


As an example of the situation in too 
many banks I will quote from a paper 
prepared by one of our investment 
officers: “Many bankers who were both 
careful and smart in handling their local 
loans bought bonds with no thought 
of what they were buying or of the 
condition of the bond market. They 
usually bought bonds with a 6 per cent: 
coupon or higher. Some time back we 
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made a study of the bond accounts of 
fourteen small town and country banks 
which we had occasion to analyse. 
Those accounts included a total of 560 
different bond issues; of this number 
only thirty-five had coupon rates lower 
than 5 per cent. At the same time the 
analysis showed that the total market 
value of the bonds held in these four- 
teen accounts was only 64 per cent. of 
their par value; or, in other words, 
though the banks were getting a high 
rate of interest, they were paying for 
this with a shrinkage of 36 per cent. 
in the value of their investments.” 

The question may be asked, “How 
can we pay the present rate of interest 
on time deposits and buy only the 
highest grade, low yield corporation 
bonds?” The answer is, “Don’t try to 
adjust your yield on your bond account 
to what you pay on time deposits, but 
adjust the rate you pay on time de- 
posits to the yield on your bond ac- 
count.” If the income from the best 
corporation bonds is insufficient to pay 
the present rate on savings and show 
profit, the only thing to do, not only 
for the good of the bank but for the 
community as well, is to lower the 
rate on savings and maintain the same 
margin of safety. 

In a discussion of this general nature 
one jcan do no more than stress the 
policies rather than the details affecting 
loan and bond investments. We can 
make up our minds, however, that 
where good management obtains, the 
old apparent sources of revenue from 
local loans and the bond account will 
not furnish an adequate income. Con- 
vinced that we cannot sacrifice safety 
for yield in our local loans and invest- 
ments, where will good management get 
the additional income necessary to run 
a sound, profitable bank? 


PROFITABLE AND UNPROFITABLE 
ACCOUNTS 


With reference to the two com- 
modities we have to sell, service and 
credit, we will be unwilling to sell one, 
and give the other away. Because for 
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years we could sell credit at a rate to 
absorb the loss incurred in giving away 
service, we have never differentiated 
between profitable and unprofitable ac- 
counts. In fact we never knew which 
was which. 

Progressive bankers are investigating 
costs, and applying charges and operat- 
ing changes to wipe out losses un- 
covered by cost findings. We are only 
in the first stages of cost analysis. What 
we are doing now is applying charges 
only to stop losses. We will soon resort 
to charges not only to stop losses but to 
make all transactions return a reason- 
able profit. 

INTERESTING FACTS UNCOVERED 

In an investigation and study made 
by our bank, covering several hundred 
typical smail banks, some interesting 
facts came to light: 

Not a single bank regretted the in- 
stallation of service charges. 

Accounts lost were typified by the 
bank which lost two hundred accounts 
amounting to a total of $1000. 

It was found that the average annual 
income from such charges ranges from 
$4000 to $6000 per million dollars of 
checking accounts. 

In some instances the service charge 
income is running up to $12,000 per 
million. 

Hundreds of banks are paying their 
dividends from service charges. 

In every instance deposits have in- 
creased. 

We have found some large businesses 
declining to keep deposits in banks 
where there is no system of service 
charges. They say it indicates bad 
management. 

It was found that large active ac- 
counts sometimes pay 50 per cent. of 
the charges collected. In our bank we 
found accounts with ledger balances 
of $100,000 and over, showing losses 
running up to $200 per month. 

It was found that the measured 
charge is the most acceptable and the 
only fair and scientific charge. 


In practically every bank charges 
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were installed with little or no addi- 
tional expense. 


EVOLUTION OF SERVICE CHARGE 


We were convinced that the whole 
service charge program is in a process 
of evolution. The job is not done with 
the installation of such program. We 
will finally come to the point where 
such charges will be standard and based 
on factual cost findings. 

One of my Kansas banker friends 
wrote, “Henceforth we are measuring 
our operations in utter disregard of 
totals: now our yardstick is profits.” 

A correspondent from Virginia says, 
“Unless the small unit bank is willing 
to adjust itself along the lines of pres- 
ent-day methods and serve its com- 
munity on a profitable basis, it is 
doomed to oblivion.” 

A Michigan banker wrote that one 
of his customers, a shoe merchant, said 
to him, “You could get a lot more 
business if you didn’t have the service 
charge.” My banker friend replied, 
“So could you if you sold shoes below 
cost.” 


SMALL PERSONAL LOANS 


Other developments are taking place 


which will add to our income. One 
of the most notable is in the line of 
personal loans. We sell credit retail 
and wholesale at the same price. Why 
not apply a retail price list to the 
hundreds of small loans which cost us 
more to handle than the profit on them? 
Merchandising concerns do that. This 
is accomplished by minimum loan 
charges and personal loan departments. 

We have let national personal loan 
finance companies take our small loan 
business away from us; and now we 
are lending them money at 114 per 
cent. which they relend with safety at 
17 per cent. Small, personal loans, 
with co-maker endorsements or chattel 
mortgage security, are profitable, and 
are most constructive in relation to the 
public. 

One of my friends who is president 
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of a small Indiana bank told me a few 
days ago that the local branch of a 
national cheese concern had placed 
several thousand dollars with him on 
condition that he lend it to farmers to 
purchase registered dairy cows, the 
branch factory to buy the products, and 
out of the amount due the farmer, 
each week, pay one-fourth to the bank 
to liquidate the loan. 

The farmer gets the cow; the factory 
gets the milk for its cheese; the bank 
gets a very profitable loan; and wealth 
is created for the benefit of the whole 
community. 

It is quite possible for us to run safe 
banks and make a fair return on our 
stockholders’ money, if we are open- 
minded, alert, courageous, and are will- 
ing to co-operate with our neighbors. 
Banking is at the crossroads. It will 
go forward one of three ways: national 
unified banking with managerial super- 
vision; socialized banking with govern- 
ment ownership; or a continuance of 
the present system under modernized 
management. There is no question, I 
take it, about the choice of the vast 
majority of bankers. 

CO-OPERATION, PROFITS, PUBLIC SERVICE 

The logistics of good management 
are co-operation, profits and_ public 
service. Co-operation is necessary for 
the assembling, analysis and dissemina- 
tion of facts and in their application. 
Co-operation is necessary in fighting 
specious economic theories, in the educa- 
tion of the public, in proving a plat- 
form and a backing for banking leader- 
ship. We have found that this age is 
too complex to go it alone. We can 
be sure that if we do not ourselves 
establish a banking system that to all 
intents and purposes is unified through 
co-operative thought and action, the 
Government will unify it through 
supervision or ownership. 

Good management calls for absolute 
co-operation in small, local, workable 
groups. A county clearing-house as- 
sociation with from two to ten country 
banks can, and should, be just as effec- 
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tive as one in a large city. As indi- 
cated above, reasonable bank profits 
and public service are inseparable. The 
public has found out what it means to 
be without banking facilities. The 
public knows it is better to pay service 
charges and take less interest on time 
deposits, and have a sound bank than 
to have no bank at all. 


EDUCATE PUBLIC TO CARRY LARGER 
BALANCES 


In all our talk about service charges 
we have forgotten the tremendous eco- 
nomic implications in the nation-wide 
education of the public to carry larger 
bank balances. Service charges will 
teach millions of people in the next 
generation to carry larger balances, 
which will mean cash reserves for sick- 
ness or other emergencies, and a sound 
sense of financial responsibility. 

We ourselves have been largely re- 
sponsible for the deplorable lack of 
sound economic understanding on the 
part of the people. The exercise of 
sound business principles always has a 
salutary effect on the people and the 
community. Slackness in banking breeds 
slackness everywhere. Banking is at the 
very center of community and business 
life, and high and sound principles there 
are of the utmost value in providing a 
strong and lasting economic foundation 
on which to build business, education, 
religion, individual well-being and hap- 
piness. 


TWO BANK NOTE SYMBOLS 


The curio room of the Bank of Eng- 
land has two relics of great and stirring 


interest. One is a bank note which 
had been placed in a book by some good 
Britisher at about the time of the 
American Revolution, over 150 years 
ago. That bill was found a few years 
ago and, when presented to the Bank 
of England, was straightway redeemed 
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in gold. The other relic is a bit of 
charred parchment held between two 
pieces of glass, which had been re- 
covered from a burned building. The 
microscope brought, out tracings and 
numbers identifying it as an obligation 
of the Old Lady of Threadneedle Street. 
These ashes were presented to the 
Bank of England and redeemed in gold. 

What I want to say to you is that 
these are not curios but are symbols— 
symbols of the enduring character of 


the Bank of England. 
REPOSSESS OURSELVES OF CHARACTER 


There is no phase of our civilized 
order where downright, sturdy char 
acter is more to be desired than in 
banking. Perhaps we along with ail 
our fellow citizens need to repossess 
ourselves of, and exemplify, those 
homely virtues which characterized our 
fathers, and which go to make up the 
meaning I have in mind for that word, 
character. Courage, industry, initiative, 
simple living, thrift, and sacrifice, and 
above all, an innate capacity bent to the 
iron will of its masters, built this nation 
and established our order of life in the 
short span of years since our grand- 
fathers lived. 

Are those virtues lost? Are we 
grown soft? Must we, too, live at the 
whim of government paternalism? Will 
we condone, and by condoning promote, 
a bureaucracy as foreign to the tradi- 
tions and ideals of this country as 
Continental Europe is foreign to Kansas 
or Kentucky? As trustees of the faith 
and fortunes of the people we are set 
apart for a sacred role in the com- 
munity. That rdle calls for the highest 
in character and capacity. The times 
demand that we rededicate ourselves 
afresh to the responsibility—our indi- 
vidual responsibility and ours alone— 
of making our banking system second 
to none among the systems of the world. 





Managing Bond Investments 


Bond Account Should Be a Medium for the Employment of 
Time Deposits 


By Henry Y. OFFUTT AND J. VAN DykKE NORMAN, JR. 
Vice-President First National Bank and Kentucky Title Trust Company, Louisville, Ky. 


‘HE problem of bond investments 

for banks generally has become a 

major one where formerly in many 
cases it was a minor one. As a result 
of the activities of the United States 
Government in the financial field a sub- 
stantial part of the demand for credit 
in each bank’s locality has been satis- 
fied, and numerous loans have been paid 
off, with the result that the banks have 
a large amount of cash to deal with. 
Now that the payment of interest on 
deposits by correspondent banks has 
been made unlawful the banker is prac- 
tically forced into the investment mar- 
ket if he is to make his cash earn any- 
thing. 


CARE AND SKILL REQUIRED 


If the banker is to deal successfully 
with the resulting investment problem, 
he must in the first place recognize the 
care and skill which it demands. In 
approaching this problem, let us con- 
sider first the wrong way, the way in 
which the average small or medium- 
sized bank has handled investments in 
the past. In the typical bank invest- 
ments were made in a purely haphazard 
manner. That is, bonds were regarded 
as a place to put casual surplus cash and 
were bought usually from some bond 
salesman who happened to drop in at 
the time. Many bankers who were both 
careful and smart in handling their local 
loans bought bonds with no thought of 
what they were buying or of the con- 
dition of the bond market. They usually 
bought bonds with a 6 per cent. coupon 
or higher. In 1932 we made a study 
of the bond accounts of fourteen small 
town and country banks which we had 
occasion to analyze. These accounts in- 


cluded a total of 560 different bond is- 
sues and of this number only 35 had 
coupon rates lower than 5 per cent. At 
the same time the analysis showed that 
the total market value of the bonds held 
in these fourteen accounts was only 64 
per cent. of their par value, or in other 
words, though the banks were getting a 
high rate of interest on their bonds, they 
were paying for this with a shrinkage 
of 36 per cent. in the value of their 
investments. 


REAL SYSTEM NEEDED 

Disastrous experience during the past 
ten years has taught bankers that this 
way of handling the money they put 
into bonds will not do. With this 
realization, and with the investment 
problem now far more important to 
banks generally than it was, it is ap- 
parent that the banker must have a real 
system for dealing with the problem. 
What are the elements of this system? 
First and most important, somebody or 
some group in the bank must be made 
responsible for the handling of invest- 
ments. In our bank we have found that 
a good working arrangement is as fol- 
lows: two investment officers are made 
primarily responsible for following the 
bank’s bond investments. A larger group 
of executive officers meet with the in- 
vestment officers and determine the gen- 
eral investment policy of the bank. The 
discussions and decisions of this larger 
group are concerned with, first, the 
amount of deposits which should be in- 
vested in bonds, and second, such gen- 
eral related questions as the intermediate 
and long term trends of the money mar- 
ket and of factors affecting such groups 
of securities as Government bonds, 
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utilities and rails. The investment ofh- 
cers then have the duty of seeing that 
these decisions as to general policy are 
followed, and they have the further duty 
of studying each individual security. 


EMPLOYMENT OF TIME DEPOSITS 


The bond account is often spoken of 
as the secondary reserve of the bank. 
In our opinion this idea is a mistake. 
We consider that a bank’s primary re- 
serve includes only the absolutely liquid 
items, such as cash and due from banks. 
The secondary reserve should be com- 
posed of such highly liquid items as 
bankers’ acceptances, commercial paper, 
and short term Government bonds. The 
experience of falling bond prices and 


panicky markets in recent years has 


amply demonstrated that corporation 
bonds are not a reliable secondary re- 
serve. The bond account is, rather, a 
medium for the employment of time de- 
posits, and the amount invested in bonds 
should bear a definite relation to the 
amount of time deposits. It has been 
our custom here to consider the amount 
of our time deposits as the maximum 
amount which should ever be employed 
in corporation bonds, and at times when 
we consider the outlook for bonds un- 
favorable we keep our bond account 
well below this maximum. 
GREAT FLUCTUATION IN BONDS 

We must realize also the importance 
of considering the amount of money in- 
vested in bonds in relation to the capi- 
tal funds of the bank. For example, if 
a bank has capital and surplus of $100,- 
000 and deposits of $1,000,000, in most 
cases nearly one-half of the $1,000,000 
would be time deposits. If all time de- 
posits were invested in corporation 
bonds, or even corporation and long 
term Government bonds, a fluctuation of 
5 per cent. in the level of bond prices 
would mean $25,000 to the bank, or 
one-quarter of its capital and surplus. 
We have had a fluctuation of more than 
5 per cent. even in long term Govern- 
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ment bonds within the last six months. 
This situation should be clearly realized 
by every banker before he starts to plan 
a bond account. 


IMPORTANCE OF MARKETABILITY 


Leaving these general principles, we 
come to the question of actually deal- 
ing in bonds. In selecting bonds to buy, 
the first and absolute requirement is 
marketability. A bank does not need 
to, and should not, buy any bond not 
listed on the New York Stock Exchange 
or the New York Curb. The fact that 
a bond is listed on one of these ex- 
changes emphatically does not mean that 
the bond is satisfactory for purchase, 
but it generally does mean that market- 
ability is reasonably good. To appre 
ciate the importance of this question it 
is only necessary to recall the experience 
of many bankers with such bonds as the 
Straus and Greenebaum real estate is 
sues which had no listed market. When 
these bonds began to go bad there was 
no way to dispose of them at any price. 


STICK TO LOW YIELDS 


The second basic requirement in pur- 
chasing bonds is to stick to low yields. 
Yields in general are a pretty reliable 
measure of safety. Instead, therefore, of 
looking for the bond of a given type 
and grade affording the highest yield, 
the banker should look for the issue 
giving the lowest yield. In this way, 
and in this way only, can safety of prin- 
cipal be had. 

This brings up immediately the ques 
tion: “How can I make anything on low 
yield bonds?” The answer is that you 
cannot afford to pay to your customers 
a rate of interest on their time deposits 
so high that you cannot more than make 
expenses by owning the best in bonds. 
The question of the rate to be paid on 
time deposits generally involves co-op 
eration on the part of all banks in the 
community, but we cannot say too 
strongly that this principle cannot be 
violated without disaster not only to the 
banks but to their communities. 





EXAMINATIONS - SYSTEMS - TAXES 
FOR 


Banks and Trust Companies 


McARDLE & McARDLE 


ACCOUNTANTS AND AUDITORS 
Forty-Two Broadway, 


You are doubtless all familiar with 
the need for dividing up the investment 
risk so that it is not too heavily depend- 
ent on one company or one industry. 
In other words, you cannot afford to 
own too many bonds of, let’s say the 
Pennsylvania Railroad, or of all rail- 
roads taken together. The other side of 
this question is generally not so well 
realized. That is, in looking for a di- 
versification of risk, it is a grave mis- 
take to have too many different issues. 
In order to deal with the problem of 
diversification in our bank we set up a 
maximum and minimum unit of invest- 
ment. For example, in our case, we say 
that we will not own more than $300,- 
000 of any one corporation bond, nor 
less than $50,000. The purpose of set- 
ting the upper limit is, of course, to 
prevent undue concentration of risk, 
while the purposes of the lower limit 
are: first, to prevent having so many 
different securities that we cannot in- 
telligently follow them; and second, to 
guard against the temptation to buy 
small amounts of speculative securities 
on the theory that we might afford to 
take a chance for a small amount. 


DIVIDING INVESTMENT RISK 


Another important point in diversi- 
fication is to have bond maturities pretty 
well divided up. It is unwise to have 
either all long term maturities or all 
short term maturities, the proper policy 
being to lean in one direction or the 
other, depending upon one’s judgment 
on the outlook for the money market. 

Once bonds are bought they must be 
followed at all times. No bond can be 
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bought and forgotten. Bonds are loans 
as far as the bank is concerned, and re- 
quire the same amount of care and at- 
tention as loans. The investment officer 
of the bank must regularly follow the 
changes in the market value of the bank’s 
bonds from day to day in the news 
paper. If a bond declines in price more 
than the average it is a signal to the 
investment officer that he should in- 
vestigate immediately. 


BOND ACCOUNT MUST BE WATCHED 


This brings up the next point, one 
of the most important of all. It is vital 
to the safety of a bank’s bond account 
that the bank have some regular con- 
nection with an adviser who will at all 
times follow the bond list. Obviously, 
the bond salesman who happens to drop 
in cannot be trusted in this capacity. 
The banker in establishing such a rela- 
tionship must take the initiative and 
choose his own adviser after going out 
and trying to find who is the best one 
available. The adviser should be dis- 
interested and in many cases where 
competent advice cannot be secured 
otherwise it is well worthwhile to pay 
for it. Advice that is not paid for in 
some way is generally not worth hav- 
ing. In selecting an adviser the banker 
should make his choice only after hav- 
ing consulted his correspondent banks 
in financial centers. 


WHEN YOU INTEND TO SELL—SELL! 


Let us close this discussion with a few 
observations which we have found from 
experience to be very helpful in manag- 
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EXPERIENCE OF NATIONAL BANKS IN PAst FIFTEEN YEARS AS TO COMPARATIVE 


CuHarRGE-OFFs, AS A RESULT OF LOSSES ON BONDS AND SECURITIES 
AS AGAINST LossEsS ON LOANS AND DISCOUNTS 


Percentage of Losses Charged Off 
On bonds and securities On loans and discounts 
to total bonds and to total loans and 
securities owned discounts 
1.312 0.34 
0.55 0.32 
1.48 0.23 
1.89 0.63 
0.73 1.20 
0.43 1.02 
0.48 0.86 
0.44 0.75 
0.41 0.70 
0.43 0.62 
0.41 0.61 
0.65 0.59 
0.89 0.70 
1.39 1.42 


Year Ended 
1918 
1919 
1920 
1921 
1922 
1923 
1924 
1925 
1926 
1927 
1928 
1929 
1930 
1931 





0.81 0.71 


14 year average 





ing our bonds. Everybody is familiar 
with the old saw, “You never go broke 


We think this is a 


taking a profit.” 
dangerous rule of thumb. The pertinent 


truth is in our opinion, “Many a bank 
has gone broke not taking losses.” Mis- 
takes are bound to occur despite the 
most careful selection of investments 
and it is vital that these be recognized 
early and_ eliminated. Furthermore, 
when you make up your mind to sell a 
bond, sell it. Put the order in at the 
market and do not wait for one-quarter, 
one-half, or a point higher, which may 
never be realized. 

We should suggest setting up a re- 
serve, say one-quarter of one per cent. 
per year, on each bond to take care of 
possible losses. In this connection it is 
interesting to note the figures showing 
the experience of national banks in the 
past fifteen years as to comparative 
charge-offs, as a result of losses on bonds 
and securities as against losses on loans 


and discounts. 
is shown above. 

In our opinion the reserve against the 
bond account should be deducted from 
the figure at which the bond is carried 
on the asset side of the balance sheet 
rather than set up as a reserve on the 
liability side. 

From all this it should be apparent 
that the handling of bond investments 
for a bank is not a simple matter, that 
it is becoming more and more impor 
tant to all banks, and that it demands 
constant attention and careful observ 
ance of sound principles. When this is 
done the bond account can be a very 
profitable affair. Appreciation is not 
the aim in managing a bond account, 
being distinctly less important than con 
servation of principal and maintenance 
of earning power. Over a period of 
years of wise management, however, 
modest appreciation may well be the 
result. 


A table presenting this 





New Concepts of Bank Supervision 
and Operation 


By A. W. Woops 


SAIAH the wise old prophet had 

the correct idea when he said, 

“Come thou and let us reason to- 
gether.” It is not our purpose to criti- 
cize or lambast someone else. We have 
had quite enough of that in the past 
few years. If we are to have a per- 
manent solution of our economic and 
social affairs, it is time for constructive 
suggestions and nation-wide co-opera- 
tion. He who can crystallize into 
formulative thought concrete ideas 
should speak out, and all others should 
hold their tongues. 

The relationship between the Govern- 
ment, banking, and industry must be 
more closely co-ordinated in order that 
national objectives may be adequately 
Bankers occupy 


and quickly realize 
an important position under our present 


status. They are prepared to offer a 
service that can be utilized nationally 
for the public welfare. There are, how- 
ever, some disturbing factors that should 
be corrected. 

We have an antidote to offer in the 
hope that logical reforms may be imme- 
diately undertaken that will assure 
greater efficiency and assist economic 
recovery quickly. 


NEW IDEAS ORDER OF DAY 


A nation or a business built on a 
weak foundation cannot endure. We 
cannot well stand still nor accept or 
condole unwise business practices. The 
recent emergency, acute and injurious 
to the nation, has passed. The founda- 
tion on which the old order was built 
has crumbled. New ideas, new con- 
cepts of government, business, and 
banking are the order of the day. Wise 
men can see the handwriting on the 
wall and will take serious thought for 
the future. 


The banker can no longer consent 
passively to rules and regulations that 
are ruinous to his business and detri- 
mental to industry in general. It is time 
that a scientific program, devised by 
experienced bankers who know their 
subject, be presented as a logical pro- 
gram of operation. They should then 
insist and demand that their suggestions 
be recognized. They must, in fact, take 
the initiative, if scientific, sensible laws 
and wise regulations are to obtain. 


A CENTRALIZED SYSTEM OF EXAMINATION 


At this time when the Government is 
urging bankers to take on new credits, 
it is rather discouraging to them to be 
compelled to submit to much of the red 
tape demanded of them. It is evident 
that some centralized system of bank ex- 
amination must be adopted. It is rather 
discouraging to have examiners class 
perfectly good paper as slow. Some 
“slow” paper that most of us have had 
was found to be a lot faster than some 
so-called “liquid” paper. Naturally, we 
agree that bank credits must be good, 
but we will not agree that well secured 
paper which might be termed “non- 
liquid” should be classified as undesir- 
able. 

The Government is, we believe, 
anxious and willing to be fair and just 
and to establish laws that will be prac- 
tical and simple to enforce. However, 
we do not believe that the Congress of 
the United States is conversant enough 
with constructive banking to enable 
them to inaugurate laws that will be in 
the interests of public welfare. 

At the present time outstanding bank- 
ers cannot possibly be very well satis- 
fied with the laws, rules, regulations, 
and treatment accorded to them by the 
Government. 
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GENERAL CONFUSION 


Close scrutiny of the relationship ex- 
isting between the Government and the 
banker, as it relates to examinaticas, is 
interesting and tends to show the lack 
of understanding and general confusion 
existing. National banks are examined 
by the Comptroller, the Federal Reserve 
Board, inspectors of the R. F. C., the 
Federal Insurance Corporation, and 
clearing-house examiners. An attorney 
might say that this was unnecessary, im- 
material, and irrelevant, causing annoy- 
ance and unnecessary expense to the 
banks as well as a waste of the tax- 
payers’ money by the Government. This 
difficulty can very easily be rectified. 

The Government in its zeal to keep 
the bankers busy with immaterial things 
encompasses them with rules, restrictions, 
regulations and red tape. There is little 
wonder that those who find it convenient 
to negotiate loans with Government 
agencies are disgusted with the long ap- 
plications and immaterial information 
which they are compelled to prepare and 
furnish at considerable cost and waste 
of time to them. 


DEMAND SIMPLIFIED METHODS 


It occurs to me that the average 
banker needs a little prodding. It is 
undoubtedly the time to demand that 
more simplified methods be employed in 
transacting business with Government 
agencies. Attorneys’ fees, printing bills, 
duplicate supervision, and office expense 
by the Government itself could, it seems, 
be cut down about one-half. 

Wise bankers are not advocating per- 
functory or lax examinations. The 
banker merely wants the Government to 
show the same efficiency and good com- 
mon horse sense with them and their 
problems as they are required to show 
to the Government. Wise regulations 
of a logical and scientific nature are 
what the banker needs under present 
economic conditions to enable him to 
give the best practical service he can 
possibly render to his community and 
the nation at large. 
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PERFECT LIQUIDITY NOT NECESSARY 






There is absolutely no necessity, un- 
der the new order, for banks to be 100 
per cent. liquid. What good to the 
Government or to the local community 
is an overliquid bank? We agree that 
in the old days the fear of runs, eco: 
nomic unrest, and numerous bank fail- 
ures, together with a slowing down of 
business activities at frequent intervals, 
made it necessary for banks to keep 
large liquid reserves. 

Under new stabilizing policies and 
safety valves, the old reserve policy is 
obsolete. Some good people ask how 
we are going to ease up on the banker 
and give him a little more latitude and 
keep our banking system safe and sound. 
The question is really not hard to 
answer, by simply applying common 
sense instead of bombastic claptrap to 
our new system. 

We must agree that in the past in- 
competent examiners, poor management, 
illogical restrictions, unnecessary and in- 
adequate laws, were all contributing 
factors to the recent breakup of many 
of our banks. 





RUNS SHOULD BE UNLAWFUL 


No bank should ever be permitted by 
law to close its doors. Whenever one 
is found to be insolvent, the Comp: 
troller, or if a state bank the Governor, 
should immediately appoint a conserva: 
tor who should continue to take new 
deposits and make new loans at least 
in a limited manner. The new assets 
should, of course, be segregated from 
the old. Reasonable restrictions should 
be placed on withdrawals by old de- 
positors. The good assets should be ap- 
praised at once, and the R. F. C. or 
some other Government agency should 
at once make loans against them at a 
low rate, and the cash received be im: 
mediately distributed to the old de 
positors. Generally speaking, if thi: 
were done, few banks would have to te 
liquidated in their entirety. The ex 
pense of a receiver and attorney aad 
long delays would be eliminated, and 
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the community would not suffer ma- 
terially. The banking structure of the 
nation would be strengthened. The for- 
mer method of liquidating banks in 
trouble was expensive, illogical and 
costly. 

Runs should be made unlawful. When 
one occurs, the directors should, under 
the law, be compelled to refuse to pay 
depositors or to limit withdrawals. This 


policy should prevail until the proper 
authorities can satisfy themselves as to 
the solvency of the bank and establish 
rules for further operation. 


LESS FREQUENT EXAMINATIONS 


For greater efficiency banks should be 
examined only once each year. The 
Comptroller should select and instruct 
well-known, responsible, certified public 
accountants to make a thorough audit. 
The report should be of such a nature 
that the Comptroller would be able to 
give such suggestions and requirements 
by wire or mail as were deemed neces- 
sary. All other Government agencies 
transacting business with any bank 
should, upon request, be furnished with 
a copy of the audit and be required to 
rely on the information contained 
therein. The department naturally 
should have the further privilege of 
sending thoroughly competent special 
representatives to assist weak banks 
threatened with insolvency and to ad- 
vise other Government agencies inter- 
ested of his actions. 

We do not question Government au- 
thority to regulate industry, business, 
and banking provided it is done in a 
practical manner and along economical 
lines. Too much regulation and red 
tape tends to destroy the usefulness of 
their operation. 

It does very little good at this time 
for any organized minority to fire ques- 
tions at the Government, make wild de- 
mands, and generally threaten. In these 
days of uncertainty and unrest the 
bankers have an opportunity to present 
a logical plan of operation and super- 
vision for the consideration of Congress. 
The whole matter is controversial. Men’s 
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opinions differ. However, in my opinion, 
Congress will always seriously consider 
any legislation promulgated by those 
who know their subject and know it 
well. It is my firm conviction that bank- 
ers themselves are better prepared to 
initiate a scientific plan of operation in 
the interests of public welfare. They 
are undoubtedly the best judges of laws 
that will benefit banking and give eco- 
nomic security to the nation. 


NEED SYSTEM OF CONTROL 


I believe that under the new order 
some centralized system of control over 
mass credit should be adopted. Since 
we have a Federal Reserve System, it 
should be made non-political and, 
through co-operation with the Secretary 
of the Treasury, credit expansion and 
restriction could be so simple and logi- 
cal that the banking business would ex- 
pand materially and credit be equalized 
and stabilized for the benefit of indus- 
try at large. The system must be made 
elastic and simple. There is no longer 
any logical reason why the Federal Re 
serve System should not discount any 
good paper originating with member 
banks. 

There is no logical reason why banks 
should not negotiate loans for discount 
with other Government agencies. I wish 
to emphasize the fact that the logical in- 
strumentality for mass credit distribu- 
tion is the banks of this nation. For 
example, if an industry requires a three- 
year amortized loan the bank should be 
permitted to make the loan and Govern- 
ment agencies should rediscount the 
paper. The Government can with pro- 
priety discount paper at a comparatively 
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low rate in order to furnish a larger 
turnover of money. The policy of the 
Government in making direct loans, ex- 
cept in a national emergency, is funda- 
mentally) unsound and destructive to 
private business. 


ABLE LEADERSHIP NEEDED 
The Federal Land banks were brought 


into existence because of the greed and 
bad business practices of lenders. Pri- 
vate agencies should have produced the 
mortgage loans and the Government 
should have, when called upon, dis- 
counted the paper and sold the bonds. 

I do not believe that the President 
wishes to put the Government into di- 
rect business. Necessity undoubtedly 
caused the Government to attempt to 
render a helpful service that under or- 
dinary conditions would have been un- 
necessary. It is evident to me that there 
is no organization as well prepared as 
the bankers are themselves to lead the 
way into a more scientific system of 
credit distribution. Organization and 
able leadership can very easily bring 
this about, and the public at large and 
industry in general will profit. We cer- 
tainly must agree that credit logically 
and economically distributed is very 
essential to business recovery and ex- 
pansion. 

This is no time to quibble over un- 
important things. For instance, the 
gold content of the dollar, or to antag- 
onize the Government in any sensible, 
progressive movement. This is the time 
to advance programs that are basically 
sound and workable. To me, banking 
has a wonderful future. The founda- 
tion on which it is to grow must of 
necessity be laid with care, and good 
old-fashioned common sense should be 
the cornerstone of the structure. 


ENCOURAGE BANKING INCENTIVE 


Finally, the incentive of the banking 
fraternity must be encouraged and not 
destroyed. Careful observers realize 
fully the power, usefulness, and force 
of the banker and of his willingness and 
ability to chart the way for a more 
equitable system of mass credit distribu- 
tion. He is an instrumentality of great 
utility value to the people of this nation. 

The urgency for reform, more equi- 
table tax laws, and a more logical and 
elastic credit system cannot be long dis- 
regarded. Supply and demand has in 
the past and will in the future largely 
control costs and prices. The unbalanced 
budget need not worry us. It will bal- 
ance itself when the average citizen 
goes to work and quits kicking. One- 
horse politicians, narrow-minded citi- 
zens, short-sighted business men, and 
purveyors of gossip have all had a part 
in disturbing and retarding business re- 
covery. 


MUST PULL TOGETHER 


You cannot hitch a horse on both ends 
of the wagon and expect to get any 
place. It is also true that too many 
cooks spoil the broth. Some so-called 
wise men can tear down, destroy, and 
ask ponderous questions which they can- 
not themselves answer. After all, out- 
standing leadership is necessary if bank- 
ing and industry are going to be helpful 
to the national Government. 

It is my profound conviction that the 
way to bring about an improved eco- 
nomic and social order is to work and 
pull together. It is well to keep in mind 
the fact that no leader in any line of 
endeavor can lead efficiently without 
support and co-operation. 
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Social Credit 


A Study of the “ New Economics” 


By Harvey S. CHASE 


HE originator of so-called “social 
credit” is Major C. H. Douglas, 

an engineer in the Air Service of 
Great Britain. He has written a num- 
ber of books upon this subject and has 
been making public his explorations in 
finance, banking and credit for fifteen 
years or more, beginning with his fiscal 
experiences during the World War. He 
notes the paradox of “penury amidst 
plenty” and believes he has discovered 
the true explanation of this paradox, as 
well as the remedies necessary to do 
away with poverty while preserving in- 
dividual liberty, free from regimentation. 
In his books are set forth analyses 
of present economic conditions. He dis- 
cusses production, consumption, wealth, 
profits, prices, credit, banking and 
money. Being by profession an en- 
gineer, he necessarily views economics 
from the standpoint of production pri- 
marily. His training leads him to em- 
phasize the engineering side of present- 
day conditions, i. e., development of 
power, machinery, invention, output, 
scientific management, reduction of costs. 


A BEGINNING 


Major Douglas is, however, a hu- 
Manitarian rather than an economist. 
He perceives the lack of balance in our 
present financial and industrial systems, 
wherein the distribution of “purchasing 
power’ is, he believes, criminally faulty; 
where relatively few persons enjoy sur’ 
plus income. over costs of bare neces- 
sities. He sees the great majority of the 
population living on the ragged edge of 
poverty amid the evils of unemploy- 
ment, bad housing, anxiety and misery. 
His studies of the present extremes of 
opulence and of scarcity have led him 
to conclusions whic ch his books, magazine 
articles and addresses have set forth at 
length. 


It is customary in discussing “social 
credit” to begin at the beginning, as 
Major Douglas and his many disciples 
do, with definitions and historical ac- 
counts of money and credit; likewise 
with banking theory and practice, with 
production and consumption, etc. After 
many pages picturing conditions, out- 
lining historical developments, describ- 
ing the operations of banks and indus- 
tries, they are led to statements. and 
specific premises upon which their sub- 
sequent proposals for remedy are based. 

This general method has been fol- 
lowed in all the books upon “social 
credit” and allied subjects which have 
come to the attention of the present 
writer. The method is logical although 
to the layman it is confusing as the sub- 
jects are necessarily ultra-technical and, 
to persons unfamiliar with the intrica- 
cies of banking and credit, extremely 
complicated. 

Many who have endeavored to de- 
cipher the syllogisms and mathematical 
theorems in which Major Douglas in- 
dulges have disagreed sharply with his 
hypotheses and conclusions. Some have 
written books attacking his premises and 
proposals. Many in technical journals 
have criticized the reasoning of the 
Major. Most professional economists 
appear to be bored by “social credit” 
propaganda, dismissing its claims with 
the remark that it is only “another 
scheme to get something for nothing,” 
similar to Townsendism or Huey-Long- 
ism, etc. “Not interested” is the gen- 
eral professional attitude. 

In view of this it has occurred to the 
present writer, after spending some 
months in an intensive study of “The 
New Economics” and other proposals 
for reforming current finance, to begin 
at the other end, the proposals end, and 
work backward. To the general public 
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such a course may make the subject mat- 
ter more intelligible. 


SOCIAL CREDIT’S PROPOSALS 


These proposals include, first, the es- 
tablishment of a “National Credit Ac- 
count,” which is in the nature of a vast 
revolving fund from which, second, 
“National Dividends” shall be paid 
periodically to all adult inhabitants of 
this country. There may be some ex- 
ceptions of too prosperous individuals, 
but nearly every adult person is to re- 
ceive quarterly or half-yearly in cash or 
in credit at some bank his dividend in 
money provided by the national Govern- 
ment from this proposed fund. These 
proposals will be discussed in order as 
we go backward. 

Third, ““The National Discount” and 
“The Just Price.” The National Dis- 
count is to be determined by analyses 
and syntheses made by statisticians of 
the Federal Government. These studies 
will pertain to actual “consumption” by 
the nation as a whole during a stated 
period—three months or six months— 
and, likewise, to estimated “produc- 
tion” of goods and services nationally 
during the same period. From the 
ratio of the grand totals of such con- 
sumption and production statistics, ‘‘na- 
tional discount” is to be determined. 
When so determined by the Federal 
statisticians, the President, or other 
designated authority, shall promulgate 
an edict declaring the percentage of 
“discount” for the next quarter or half- 
year—25 per cent. perhaps, or 35 per 
cent., or more, or less, or nothing, or 
less than nothing (an assessment instead 
of a discount). This discount is to 
apply throughout the nation on all re- 
tail purchases during the period in ques- 
tion. Retailers are to allow to all pur- 
chasers the declared discount from regu- 
lar selling prices, which is in the nature 
of a subsidy, or gift, to every purchaser 
whoever he or she may be. This dis- 
count will establish “the just price.” 
The necessity for such a “just price” 
being based upon much involved rea- 
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soning, calculation and illustration by 
the new economists. 

Fourth, these proposals cover the con- 
trol of credit-—issuance and recall of 
bank loans which are to be removed 
from the banks by another presidential 
edict. These powers are to be bestowed 
upon a council or board in Washington. 
This body shall be made analogous to 
the Supreme Court and shall determine 
the “going rates” for loans, the rates foz 
“Nationai Dividends,” etc. The present 
banks are to continue operation, if they 
desire to do so, but shall not make loans 
in excess of their capital and surplus. 
They may not build up vast “bank- 
deposit accounts,” which “social credit” 
designates “money,” based upon loans 
to customers and pyramided skyward. 

These four proposals are ample for 
present analysis. There are many allied 
questions, of course, some of which will 
appear. 


BANKING AND CREDIT 


Taking the last of these four ques- 
tions for our first analysis, let us see 
upon what this proposal is based. 

Major Douglas’ books and those of 
his followers with which the writer has 
had contact state as their first premise 
that “money is created by strokes of 
bankers’ pens.” This “created money” 
consists of the “deposit accounts,” 
which, it is alleged, banks allow to cus- 
tomers who desire loans. These deposit 
accounts are “money,” the “new econo- 
mists”. say, and are “created by the 
banks from nothing.” This extraordi- 
nary statement is set forth over and over 
again in the books, articles and ad- 
dresses of the movement. This state- 
ment is plain and cannot be misunder- 
stood. “Banks create money from 
nothing.” Similarly it is claimed that 
banks buy securities for nothing. “Any 
normal type of bank,” Major Douglas 
says in a recent magazine article, “ace 
quires securities by exchanging a drait 
upon its own credit for the securities, 
thus increasing the money in the hands 
of the public by the amount paic, and 








increasing its own assets by the securi- 
ties acquired.” He goes on: “It is quite 
fair to say that a financial institution 
in such a case acquires securities for 
nothing.” This also is a plain state- 
ment and, like the one quoted 
above, must be either true or untrue. 
Major Douglas and his followers be- 
lieve it to be true. Others also have 
that belief. Professor Frederick Soddy 
of Oxford (Nobel Prize winner in 
Chemistry) presents much the same 
statement although disagreeing markedly 
from Major Douglas’ proposed remedies. 
Guy Mallon in a recent book . makes 
the same deduction although he, too, 
disclaims acceptance of “social credit’s” 
conclusions. 

The orthodox “New _ Economics” 
literature gives lists of notable bankers, 
economists and professors who, it is 
claimed, have acknowledged the fact of 
“creation of new money” by establish- 
ment of borrowers’ deposit accounts by 
banks. These lists are quite impressive 
when first seen and are sources of great 
encouragement to the proponents of the 
cult. On analysis, however, they are 
not unanswerable arguments. Most of 
them on their face do not support 
“social credit’ claims of creation of 
money. 

As all of the cult’s proposals con- 
cerning banks and control of credit are 
based upon alleged banking practices, 
we must deal with these practices real- 
istically. The present writer is a certi- 
fied public accountant of many years’ 
experience and is familiar with banking 
methods. He was formerly one of the 
expert advisers to the United States 
Treasury as well as to the Federal Re- 
serve Bank of Boston on accounting 
methods for Liberty Loans in war time. 
He has studied intensively these very 
plain declarations of Major Douglas and 
his allies. He is convinced that the 
Major and all his supporters are thor- 
oughly sincere in their beliefs. He must 
question these beliefs, however, with the 
query “Are they true?” To the writer 
they are not true for the following rea- 
sons: The proponents of “social credit” 
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describe bank practices in issuing loans 
to customers and granting “deposit ac- 
counts” against which the latter may 
draw checks, as “creation of money.” 
They say, in illustration, a customer 
comes to a bank and asks for a loan. 
The banker, having decided that the 
customer is a good risk, agrees to accept 
his note—ten thousand dollars—and “by 
a stroke of his pen” the banker enters 
upon his books a “deposit account” as 
a credit to the borrower, for this amount 
This is the “creation of money” allega- 
tion. The borrower may now draw his 
checks, pay his employes and his credi- 
tors with them up to the amount of ten 
thousand dollars. “Evidently,” social 
credit says, “money has been created— 
out of nothing.” The bank is not 
poorer. No other depositor is poorer, 
the borrower is richer, since he has a 
checking account which he did not have 
before, therefore money has been created. 

This at first sight appears to be a 
reasonable conclusion and it has con- 
vinced many persons (though commonly 
not practical bankers) that such “crea- 
tion of money” is literally true. When 
coupled with the actual fact that it is 
the custom of bankers, both here and 
abroad, to pyramid their loans and ac- 
companying deposit-accounts in the ratio 
of about nine to one of reserves in cash, 
or central bank credits (in Great Brit- 
ain eleven per cent. reserve at the Bank 
of England is required by custom while 
seven, ten, or fifteen per cent. reserves 
are required by law in America), it may 
easily appear to laymen and amateurs in 
banking that there is something in this 
practice which is inordinately wrong. It 
appears to them that banks have assumed 
powers which in this country the Con- 
stitution restricts solely to Congress, 
namely, to “coin and regulate the value 
of money.” The banks have almost 
criminally, the social crediters . say, 
grabbed this power and are using it in 
their own interest, for profits, without 
regard to the best interests of the com- 
munity. 

This allegation is an effective one. It 
has made many converts to social credit. 
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Prof. Frederick Soddy goes even fur- 
ther; he says “the banks rob the com- 
munity” by these methods—manufactur- 
ing money from nothing and loaning it 
at usury (interest) to firms, companies 
and governments alike. 


THE OTHER SIDE 


What should be said on the other 
side of this important question? What 
are the facts? Major Douglas, his sup- 
porters and allies, have failed to realize 
certain very important features of bank- 
ing practices in the granting of loans 
to borrowers. The Major views the ac- 
tion of the banker in “creating money 
by strokes of his pen” when setting up 
borrowers’ credit accounts on the bank’s 
books, as the end of such transactions. 
He goes no further in his description. 
The banker has given the borrower 
credit—a deposit account—for the full 
amount of the loan. The banker has 
the borrower's note of course, and per- 
haps collateral securities. 


WHAT REALLY OCCURS 


Now, what does really occur in a 
note transaction? Let us_ illustrate: 
The borrower presents his note (and 
collateral if required) and the bank ac- 
cepts it. The banker enters the amount 
of the note in his “notes-receivable” 
(or other account) in his ledger, as an 
asset, and on the other side of the 
double-entry ledger he enters the same 
amount as a liability. Yes, but whose 
liability? The bank’s liability, evidently. 
The bank has bought the customer’s 
note, but has not yet paid for it. The 
bank therefore sets up a liability account 
—a debt—on its books, and agrees with 
the customer that payment will be made 
by the bank to the customer by checks 
which he may draw against the bank up 
to the amount of the loan. What has 
actually happened in the bank’s book- 
keeping is that an asset account has been 
set up (the value of the note) and a 
liability account has been entered (the 
debt due to the customer). No “money 
has been created” by these entries. The 
bank has purchased an asset and has 
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acknowledged a liability for payment. 
Nothing in the nature of money has ap- 
peared so far, merely bookkeeping ac- 
counts. The customer now begins to 
draw checks, some for cash for his em- 
ployes, some to pay creditors in other 
cities. These checks are deposited by 
the borrower’s creditors in their own 
banks and ultimately, through clearing- 
house settlement, reach the borrower's 
bank (“A,” we will say). The bank 
(A) honors the checks as they come in, 
charges them against the customer's “de- 
posit account” (the bank’s liability ac- 
count), cancels them and turns them 
over to the customer with his monthly 
statement. The bank is thus paying its 
debt to the customer by honoring his 
checks and continues to do this until the 
bank’s debt is fully paid. This liability 
is then settled. The “deposit account” 
is wiped out. There is no deposit left 
at the bank on this transaction. The 
bank still has the customer’s note, how- 
ever, which it now owns free and clear. 


PROPONENTS ACCEPT THESE FACTS 


Up to this point the proponents of 
social credit accept this illustration with 
the exception that heretofore they have 
not realized that the so-called deposit 
account is actually a liability account of 


the bank, not a money credit. Two 
other vital features of the note transac- 
tion have also escaped the attention of 
Major Douglas and his allies. One is 
that this debt of the bank was wiped 
out as the bank honored the last of the 
customer’s checks and, therefore, that no 
debt account (deposit-account) re 
mained. The other feature, which no 
proponent of ““New Economics” has ever 
acknowledged or even realized its vital 
significance, is that the check trans 
actions were not closed when they 
reached the bank (A) and were charged 
against the customer’s account; finally 
wiping it out. This very critical feature 
has never been included in social credit’s 
imaginings concerning the necessities of 
banking practice, namely, that the bank 
is obliged to pay for every one of these 
checks as they come in. If some of them 
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are checks to be cashed over the counter, 
it will be evident, of course, that the 
bank pays for them in currency and its 
cash assets are correspondingly reduced, 
but it has not been recognized by social 
credit that if the checks come to bank 
(A) from other banks through clear- 
ings, the bank’s (A’s) assets must be 
equally diminished. This is done by 
the lowering of its own credit account 
at the other banks (or central bank) by 
the amount of each check. 

My readers must be clear on this 
fundamental point—the checks have to 
be paid for, every one of them, and each 
one reduces the bank’s (A) real assets, 
but social credit fails to realize this fact 
and its supporters are apparently igno- 
rant of it. This essential requirement 
completely overthrows all the allegations 
about “creation of money out of thin 
air.” If banks have to pay out of their 
assets for every check drawn by their 
customers against deposit accounts, the 
“thin air” argument is nonsense. The 
bank pays, not in thin air but in good 
realizable assets and these payments re- 
duce its liquidity and thereby tend to 
prevent unsound issues of loans. 


NATIONAL DISCOUNT AND JUST PRICE 


The basis upon which Major Douglas, 
Captain Adams, Mr. Hattersley and all 
other supporters of the New Economics 
depend primarily for justification of the 
proposed National Discount is the “A 


plus B Theorem”—so designated in the 
literature. The contention of Major 
Douglas and his followers is that the 
existing relationship between finance 
and industry produces a permanent 
tendency towards a “deficiency” of pur- 
chasing power. This deficiency arises 
from the fact that of the costs incurred 
in the production of commodities for 
sale, only a part have involved the dis- 
tribution of purchasing power to poten- 
tial consumers. It follows that, when 
the commodities are ready for sale, con- 
sumers cannot buy them at prices which 
cover their costs of production, because 
the necessary purchasing power is not 
available. Hence, unless purchasing 
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power is produced from some other 
source, the commodities cannot be sold. 

In 1931 Major Douglas appeared be- 
fore the famous Macmillan Committee 
in London, which was investigating Brit- 
ish finance and industry on a great scale, 
and described his A plus B Theorem as 
follows: “A factory or other produc- 
tive organization has, besides its eco- 
nomic function as a producer of goods, 
a financial object—it may be regarded on 
the one hand as a device for the dis- 
tribution of purchasing power to in- 
dividuals, through the media of wages, 
salaries and dividends; and on the other 
hand, as a manufactory of prices—finan- 
cial values. From this standpoint, its 
payments may be divided into two 
groups: 

“Group A—AIl payments made to in- 
dividuals (wages, salaries and divi- 
dends). 

“Group B—AIl payments made to 
other organizations (raw materials, bank 
charges and other external costs). 

“Now the rate of flow of purchasing 
power to individuals is represented by 
A, but since all payments go into prices, 
the rate of flow of prices cannot be less 
than A plus B. Since A will not pur- 
chase A plus B, a proportion of the 
product at least equivalent to B must 
be distributed by a form of purchasing 
power which is not comprised in the de- 
scription grouped under A.” 

This passage, like so much of the 
Major’s writing, is not clear but on the 
contrary is ambiguous. Various mean- 
ings have been applied to this statement 
by his supporters and by his critics. 
Professor H. T. N. Gaitskell of Oxford 
University sets forth five different in- 
terpretations which may, with reason, 
be made concerning this theorem. After 
explaining each of these five interpreta- 
tions at length, Professor Gaitskell says: 
“It may seem surprising that a theory 
which is at once so ambiguous and so 
involved should have found so much 
support. But the popularity of the 
Douglas view is in all probability to be 
explained precisely through its ambigu- 
ity and complexity. For each supporter 





676 THE BANKERS MAGAZINE 


there is an interpretation which suits his 
intelligence and his knowledge. For 
the critics there is not one but a collec- 
tion of heads to cut off. An opponent 
may destroy to his own satisfaction one 
of the interpretations, but another will 
appear in its place. Unless he be gifted 
with exceptional patience and enthu- 
siasm he will turn away in helpless ir- 
ritation long before the complete reper- 
toire is exhausted. Other reformers ap- 
peal to the same sentiments—the rapidity 
of technical change, the mysterious and 
wicked power of the banks, the ease 
with which crisis and depression may be 
surmounted if only the way is used— 
but none have that defensive weapon 
against rational criticism—the ambiguous 
statement-—so perfectly at hand, so efh- 
ciently controlled as the followers of 
Major Douglas.” 

As all of the social credit proposals 
(except the control of credit already de- 
scribed and criticized) are based upon 
the alleged “deficiency of purchasing 
power,” said to be proved by the A plus 
B Theorem, it is evident that if there is 
actually no such deficiency, or only a 
minor amount of it due to depreciation 
of plant or to hoarding income instead 
of spending for consumption, then the 
primary argument for the National 
Credit Account and its accompaniments 
is lost and there would remain no neces- 
sity for combating the allegations con- 
cerning A, B, A plus B, etc., so volumi- 
nously but so ambiguously set forth by 
Major Douglas. 

With the disappearance of the alleged 
deficiency between total costs and total 
consuming power its corollaries, The 
Just Price, The National Dividend, The 
National Credit Account necessarily 
dissolve in mist. 


ONE OF THE FIVE INTERPRETATIONS 


To make clear one of the five pos- 
sible interpretations of Major Douglas’ 
explanations of his famous theorem, we 
may consider illustrations drawn from 
A plus B, first on a static basis, viz.: as 
if a cross section of all production were 
cut through at a given moment, and, 


second, to consider actual conditions of 
business, namely, as dynamic not static. 
Industrial production is in continual 
movement; the B’s of factory costs be- 
come A’s, either before the moment of 
cross section, or immediately afterward. 
Take any so-called B cost, said to 
necessitate a deficiency of purchasing 
power but nevertheless to be an element 
of actual cost and therefore included 
in the price of the product. Con 
sider “raw materials.” The raw ma- 
terials of the factory under considera- 
tion are usually the finished products of 
some other industrial process. Steel for 
automobile chassis frames, for instance, 
is finished product to the steel maker 
but raw material to the frame maker. 
The frames, likewise, are finished prod- 
uct to the frame maker but raw material 
to the automobile builder. So with 
bolts, nuts, small parts and specialties. 
Each of these products may have its 
costs divided into A and B. Evidently 
the A portions here join the A portions 
of the first mentioned factory cost, while 
the B portions go through another segre- 
gation in the process just below. In 
that process we get A’s and B’s again. 
The A’s go to provide consumers with 
purchasing power while the B’s go lower 
to be divided up again. Ultimately all 
the B’s, when the action reaches the 
actual raw materials—dug from the 
earth by manual labor (or inanimate 
power guided by man-power) there will 
be nothing left of B's. All will have 
become A’s when the whole sequence of 
industrial actions are visualized. 


THE RESULT 


This result means, evidently, that the 
sum of all the A payments in the first 
factory, together with the A payments 
in the next lower industrial process and 
in the process below that and so on to 
the ultimate raw material, is equal to 
A plus B in the original statement—so 
far as “materials” are concerned. The 
same reasoning may be applied to every 
other form of B payment, including 
bank charges, interest, even depreciation 
reserves. When analyzed each of these 
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costs is found to turn into A payments 
—consumers purchasing power—in suc- 
cessive steps. Bank charges provide pur- 
chasing power for the employes of the 
bank, or for dividends to shareholders. 
Depreciation reserves are being expended 
for replacements of machinery and plant, 
mostly in A payments to consumers 
nce, twice, or thrice removed. If there 
re times and classes of costs when actual 
eficiencies of purchasing power occur, 
there will also be times when the bal- 
ance is the other way, when costs plus 
profits, “the rate of flow of prices” in 
the Major’s terminology, will be less than 
the “rate of flow” of purchasing power, 
especially when all industries are con- 
sidered together and not merely one fac- 
tory in cross section at one particular 
time. 
OTHER CONSIDERATIONS 


However that may be, we should 
think a bit about the practicability of 
social credit’s proposals of reform. Take 
the fundamental ratio of consumption 
to “productive capacity.” What must 
consumption for the whole nation in- 
clude? Evidently not only food, cloth- 
ing, housing, etc., for human beings of 
all ages and both sexes, but equally the 
food, care, housing, etc., of all domestic 
animals. The living costs of horses, 
cattle, sheep, pigs, poultry, dogs, cats, 
household pets, are no small sum the na- 
tion over. They are parts of total con- 
sumption. They must be reckoned by 
the proposed bureau of Federal statisti- 
cians whose personnel must be greatly 
extended when all classes of animals are 
to be taken into consideration. A 
reductio ad absurdam is evidently ahead 
of such statistics. 


PRODUCTIVE CAPACITY 


Similarly on estimated production of 
the period, all classes of human beings’ 
requirements and all classes of animals’ 
requirements are equally portions of to- 


tal production. Imagine the calcula- 
tions, estimates, guesses which the ever 
extending bureau must deal with. Statis- 
tical nonsense can scarcely go further! 


677 


Imagine the costs of securing these 
double sets of estimates and guesses for 
each quarter of every year. Then im- 
agine the costs of handling the proposed 
payments of National Dividends to 
every citizen, young and old. If one’s 
imagination continues strong, apply it 
to the Just Price and the National Dis- 
count, covering accounting for every 
retail purchase throughout the nation, 
including country general stores, city 
department stores, individual salesmen 
and small shop-keepers. Add to all this 
computations of the values of services 
to be rendered during each period in all 
classes of personal service; barbers, 
beauty parlors, shoe-shiners, cobblers, 
tailors, domestic servants, laundries, fuel 
supply, water, electricity, telephone, 
radio, telegraph, newspapers, periodicals, 
and so on, ad infinitum et nauseam! 
Then come bank services, to be paid for 
individually, and the bureaucracy re- 
quired to record all the discounts to be 
allowed to the hundred million of pur- 
chasers. Add the costs for inspectors 
and auditors to guard against fraud, 
carelessness and ignorance. 

It would seem that we have said 
enough on this subject. All imaginative 
faculties must be at a low ebb by this 
time! To be sure we have as yet said 
nothing about the vast bookkeeping re- 
quired in relation to credit control which 
is to be transferred from the banks to 
the Government. Subject to political 
domination and appointment of per- 
sonnel, the lengths to which grants of 
credit would go throughout the land, 
staggers our remaining feeble imagining 
powers. We should leave social credit’s 
proposals at this point. Our imagery 
and empathy are exhausted! 


MONEY FOR THESE EXPENSES? 


In spite of our exhaustion we must 
not omit one question more, the com- 
mon question in all financial proposals, 
“where is the money to come from?” 
Sure enough. Where is it to come 
from? Consider what would be needed. 
First, there are the national dividends to 
be paid to sixty or more million people 
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semi-annually or quarterly. Secondly, 
there are the repayments of “discount” 
which all retailers are to allow and 
which, social credit says, are to be paid 
by the Government through banks or 
post offices to the accounts of these re- 
tailers. Every retail purchase is to have 
the discount and every discount is to 
be repaid to the retailer so that he may 
get his original price without loss. 
Thirdly, there are all the expenses, 
salaries, wages, accounting materials, 
machines, etc., which we have visual- 
ized. These must be provided for some- 
how and in big volume. 

Social credit says that these millions 
of payments will be charged to the “Na- 
tional Credit Account” at Washington, 
the huge revolving fund first mentioned 
in this writing. This fund, to a pro 
fessional accountant, is a matter of much 
moment and of great interest. We grant 
that we have not grasped with certainty 
all its necessary details. We doubt if 
social credit has grasped them, since 
they are not dealt with concisely in the 
literature. It is evident that the outgo 
demands upon the National Credit Ac- 
count are to be tremendous. Money— 
medium of exchange—is to be issued by 
the Government for national dividends, 
for repayments of national discounts, 
for costs of administration, etc. This 
outgo would be tangible and quite pos- 
sibly could be estimated, if capable per- 
sons spent the time needed to include ail 
details of such vast sums. On the other 
hand the income of the fund is said 
to be derived from expansion of the cal- 
culated “real wealth” of the nation. This 
side of the equation has not been worked 
out specifically, so far as the writer has 
examined the outpourings of Major 
Douglas and his disciples. Various ref- 
erences are made to it, but nowhere is 
a concise statement given. 

However any such generalized state- 
ment would be of little value. Indeed 
the only possible clarification of the in- 
volved and ambiguous declarations con- 
cerning social credit’s constructive pro- 
posals must come when a legal document 
is drawn to be enacted into law in some 
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community or nation. Then such pro- 
posals must be made specific, while in- 
volutions and ambiguities must be eradi- 
cated. Fortunately we now have such 
an attempted legal instrument in a for- 
mal bill presented, or to be presented, 
to the Congress of the United States at 
the present session. This bill is en 
titled “A bill to provide for the issuance 
of certificates of national credit, and for 
other purposes.” Title I, National 
Credit, sets forth a declaration of policy 
in general terms and “in pursuance of 
this policy the said certificates (certifi- 
cates of national credit) to be issued are 
for financing: (1) a discount on prices 
to consumers at retail; (2) the opera- 
tion of the public works program; (3) 
a national consumers dividend.” Defini- 
tions of terms used are then given and 
one may really get more definite ideas 
of what is intended. In Section 3 the 
proposed retail discount rate is described 
and its application prescribed, viz.: 
“The retail discount rate shall be the 
percentage which the difference between 
consumption and productive capacity 
bears to productive capacity.” That is 
to say, P-C minus C = D (difference). 
Ratio of D to P-C = retail discount rate. 
This section then describes how P-C and 
C are to be determined, i.e. “by esti- 
mating the total capacity of the indus 
tries and the people of the United 
States for the production of* wanted 
goods and services for the next preced- 
ing three months’ period,” plus estimated 
imports. Then appears: “Consumption 
shall be ascertained by estimating the 
actual domestic consumption of goods 
and services for the next preceding 
three months’ period.” Then an esti- 
mate of “capital depreciation” for the 
same period is to be added, plus an esti’ 
mate of expenditures on account of 
“public works program™ during the en- 
suing quarter—not the “preceding” 
quarter. 


“Estimate of capital depreciation”— 
just like that (!) and for every quarter 


of every year. “Angels and Ministers 
of grace defend us.” “Us” in this quo 
tation being the professional account: 
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Interior view, Fairfield County Savings Bank, Norwalk, Conn. 
New York—formerly of Holmes & Winslow. 


Charles A. Holmes, architect, 





ants and the Federal statisticians who 
are to be responsible for such estimates! 
To figure with any measure of scien- 
tific accuracy the depreciation of one 
class of capital assets in one factory—- 
to say nothing of one industry and not 
even thinking of all industries, nor of 
public buildings, private houses, hotels, 
apartment houses, streets, roads, bridges, 
wharves, etc.—will often take days of 
an expert’s time. One class of one fac- 
tory! 
DEPRECIATION 

Depreciation must be considered un- 
der at least three heads: deterioration 
of quality, diminution of replacement 
costs, and obsolescence by the superior- 
ity of new inventions. No two account- 
ants on the spot—much less statisticians 
at a distance—will agree on any one of 
these three classes of depreciation. This 


requirement for estimated depreciation 
alone, applied to all plants in all in- 
dustries and on all buildings otherwise, 
throughout the nation would require an 
army of experts greater than the total 
people in the government offices in 
Washington. 

It appears scarcely necessary to go 
further with an analysis of this bill. 
If such an impossible demand can be set 
forth in one innocent little phrase of 
one sentence in one section, one’s brain 
reels at evaluating all the eleven type- 
written foolscap pages of that bill, to 
say nothing of four more pages of an 
allied bill to regulate bank credit. 

The writer's office as evaluator must 
hereupon be resigned and these bills left 
to the tender mercies of a Congressional 
Committee, of which I should hope Sen- 
ator Huey Long would be chairman. 





WHAT THEY SAY 


SIGNIFICANT EXTRACTS FROM CURRENT COMMENT 


LIMIT TO SAFE MORTGAGING 
OF THE FUTURE 


THERE is a limit to which we can 
safely go in mortgaging the future. 
This country experienced the crash of 
1929 and the ensuing depression in 
part at least because too many indi- 
viduals were eager to spend their un- 
earned future incomes. The structure 
of debt collapsed of its own weight. 
The result is much the’ same when the 
Government spends more than its in- 
come and overloads the nation’s future 
with debt. Excesses of governmental 
spending are as certain to bring future 
hardships and depression upon the 
people of the country as were the 
speculative excesses of 1929. Are we 
wise to try and spend our way out 
of this depression, at such a future 
price?—-The Girard Letter. 


A VOICE FROM THE PAST 


I WILL not knowingly be implicated 
in a condition that will make me in 
the least degree answerable to any 
laborer or farmer in the United States 
for a shrinkage in the purchasing power 
of the dollar he has received for a 
full dollar’s worth of work or for a 
good dollar’s worth of the product of 
his toil. I want the financial condi- 
tions and the laws relating to our cur- 
rency so safe and reassuring that those 
who have money will spend and invest 
it in business and new enterprises, in- 
stead of holding it. You cannot cure 
fright by calling it foolish and un- 
reasonable, and you cannot prevent a 
frightened man from hoarding his 
money.—Grover Cleveland. 


MONETARY POLICY DELAYING 
RECOVERY 


THERE is no doubt whatever that the 
monetary uncertainty that exists at 
present is largely responsible for the 
holding back of recovery.—Fred I. Kent. 
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POSSIBLE EFFECTS OF DOLLAR 
DEVALUATION 


From the business point of view, the 
chief practical objection to the policy 
of depreciation is not that it has failed 
to exert an influence on prices, but that, 
first, the uncertainties engendered by 
the policy have tended to impede busi- 
ness recovery, and, second, the carry- 
ing of devaluation to such a low point 
has so expanded the monetary base that 
the way is opened for an ultimate rise 
in prices far beyond anything that the 
sponsors of the policy originally in- 
tended.—The Guaranty Survey. 


THE ADVENTUROUS LIVES OF 
BANKERS 


THE lives of bankers are a hundred 
times more adventurous and daring 
than those of writers, actors, artists and 
archeologists.—Rebecca West. 


MR. SCHWAB NO LONGER 
OPTIMISTIC 


WE seem to be at a standstill. We 
don’t seem to be progressing.—Charles 


M. Schwab. 


THAT WAY MADNESS LIES 


THERE is a story attributed to a num- 
ber of celebrated men, and probably 
true of none of them, according to 
which the hero of the tale observed 
that there were three main causes which 
disposed men to madness, the three 
being love, ambition, and the study of 
currency problems, and that the last 
named was the worst. Though the 
real author of the statement is un 
known, it is so far true that the science 
of currency has a peculiar attraction for 
the crank and the fanatic, and the at- 
tention of these people has in recent 
years been particularly directed towards 
that branch of it which is concerned 
with the creation of credit.—Banking 
by Walter Leaf, Litt. D., D. Litt. 





The Bankers’ Tower of Babel 


By O. ERNEST Moore 


NDAUNTED by the failure of 

Noah’s sons a few thousand years 

ago, the bankers of the world 
decided in 1929 to make their own 
attempt to reach heaven by the building 
of a tower. Theirs was to be a sort 
of intellectual watchtower from which 
the financial activities of our planet 
might be observed, directed and, when 
necessary, controlled. Under the label 
“Bank for International Settlements,” 
the new tower now stands at No. 7 
Centralbahnstrasse, Basel, Switzerland. 
Humorists might therefore refer to it 
as “The Tower of Basel.” It is a 
second Tower of Babel, not merely in 
the sense that it represents a blending 
of the purposes, hopes and ideals of 
the principal parts of the financial uni- 
verse, but also because it involves a 
veritable confusion of tongues. Inside 
and all around this institution you may, 
if you find yourself in the vicinity, 
listen to as many languages as you wish. 


THE BANK’S UNIQUE CHARACTER 


Following the European custom—and 
in accordance, too, with the growing 
American habit—the lengthy name 
“Bank for International Settlements” 
is’ usually abbreviated to its initial 
letters. Those speaking or writing 
English refer to it as the B.I.S., the 
French and Italians call it the B. R. [., 
while the Germans use the initials 
B.1.Z. to simplify their formidable 
“Bank fur Internationalen Zahlung- 
sausgleich.” Visitors to Basel may find 
this unique institution just across from 
the central railway station, a location 
which has proved to be most convenient 
for the bank’s purposes, since its officers 
and staff travel extensively and the 
frequent board meetings and conferences 
mean much coming and going of others, 
such as directors, monetary experts, 
economists and journalists. 


The B.I.S. is the only bank of its 


kind in the world, and the only bank 
created for the benefit of the world as 
a whole, rather than for private profit. 
It was founded by the banks of issue— 
“central banks” is the more modern 
term—of six of the great world powers, 


The Bank for International Settlements is 

located in the central portion of the above 

group, with the columns. Its entrance is 
at the extreme right. 


and by a syndicate of large American 


banks. The Federal Reserve Bank of 
New York, as the principal bank of 
issue in America, situated in the princi- 
pal money market of the United States, 
would have been one of the founders 
had it not been for the prohibition by 
the American State Department of any 
such connection. This prohibition grew 
out of the fact that one of the initial 
functions of the B.I.S. was to be the 
handling, as trustee, of Germany’s rep- 
aration payments and their distribu- 
tion to the creditor powers under the 
Young Plan. The American Govern- 
ment has never admitted the implied 
connection, on which the Young Plan 
was more or less based, between Ger- 
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man reparations and the sums owed to 
America by the former allies. Conse- 
quently the trustee of any such finan- 
cial arrangements was persona non grata 
to Americans, officially at least. 


BARS POLITICS 


This did not prevent the European 
and Japanese directors of the new bank 
from electing as their first president 
Gates W. McGarrah, until then chair- 
man of the Federal Reserve Bank of 
New York. Another American, Leon 
Fraser, who served from the outset as 
a director and as alternate of the presi- 
dent, later succeeded Gates McGarrah 
as president. In May of this year Mr. 
Fraser retired and for the first time a 
European—Dr. L. J. A. Trip of Am- 
sterdam—was chosen to head the insti- 
tution. The world bank is a purely 
business affair and bars politics from its 
actions and discussions. No political 
oficeholder of any country can be 
elected to its board of directors, unless 
he chances to be also the governor of 
a central bank. Such a contingency 
never arose until Dr. Hjalmar Schacht, 
president of the Reichsbank and a 
member of the B.I.S. board, was also 
appointed Reich Minister of Economics. 

Now that the Young Plan is uni- 
versally considered as dead and beyond 
all possibility of resurrection, leaving 
the B.I.S. free to concentrate its at- 
tention upon financial and commercial 
matters of a more constructive nature, 
the original objection to Federal Re- 
serve participation in the world bank 
falls to the ground, and it is thought 
by some that the Federal Reserve Sys- 
tem may soon be authorized to take an 
active part in the collaboration of cen- 
tral banks which centers in Basel. Such 
a course seems the more logical now 
that the American currency is again, 
after a period of uncertainty, once more 
on a practical gold standard. 


WHAT THE BANK DOES 


The main idea which inspired the 
creation of the B.I.S. and which con- 
tinues to govern the bank’s activity is 
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that of international collaboration in 
monetary and banking matters. Since 
the war, the world has been having a 
hard time of it endeavoring to put order 
in its currency systems and exchanges. 
It was found that what one nation did 
in this field invariably had its reverbera- 
tion in other countries. To cite only 
one instance, when the French were 
on the point of stabilizing their franc 
in 1927, it was discovered that the 
return of French capital from London 
to Paris was causing heavy sales of 
sterling, thereby depressing the exchange 
quotation of the latter currency, where- 
as the quotation of the French franc 
threatened to go much higher than the 
authorities then desired or deemed wise. 
When the Bank of France attempted to 
correct the situation by withdrawing 
gold from the Bank of England, thus 
raising the rate of interest in the Lon- 
don money market and providing an 
inducement for funds to remain in that 
market instead of coming to Paris, a 
controversy immediately arose between 
the two banks of issue. 


FOR COLLABORATION AND CONSULTATION 


The creation of the world bank was 
an attempt to get the banks of issue of 
all gold standard countries to collab- 
orate and consult together at regular 
intervals, in the hope that by planning 
their policies jointly and talking over 
their mutual operations and problems 
they might improve their technique, 
avoid controversies and not stalemate 
one another’s policies in such matters 
as discount rates, gold movements, and 
purchases or sales of bills and securities. 
The attainment of this objective is 
facilitated by the fact that seven of 
the directors of the institution are the 
governors or presidents of the banks 
of issue of the principal financial 
powers; the remaining members of the 
board are among the most prominent 
and influential financiers of their re- 
spective countries. Once each month 
the board meeting in Basel brings them 
together from London, Paris, Berlin, 
Rome, Amsterdam, Zurich and Brussels. 
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MET FIRST CRISIS 


The founders also hoped that the 
bank would be a convenient instru- 
ment for getting the central banks to 
extend prompt financial aid to one 
another in temporary emergencies, and 
that the B.I.S. eventually would be 
able to extend such aid itself. This 
hope was realized in the financial crisis 
of 1931-32, but only in small meas- 
ure, as the B.I.S. was barely a year 
old when the crisis came and of course 
had not sufficient funds as yet to come 
to the substantial aid of several coun- 
tries simultaneously. As a matter of 
fact, after organizing the bank’s in- 
ternal administration, the management 
had scarcely had time to begin thinking 
about permanent investment policies 
when the B.I.S., along with the rest 
of the world, was submerged by the 
financial tidal wave. 


IMMUNE BY TREATY 


Its published reports indicate, how- 


ever, that the B.I.S. has suffered no 
losses of consequence, despite the hastily 
granted emergency credits; on the con- 
trary, the bank has been steadily add- 
ing to its surplus profits. Until now its 
funds have been derived entirely from 
short-term and demand deposits made 
by banks of and government 
treasuries. A portion of these deposits 
are in the form of gold bars and are 
repayable only in that form. The 
B.1.S. can, if it wishes, accept deposits 
also from commercial banks, private in- 
dividuals and business concerns. So 
far, however, it has limited itself to 
relations with central banks and gov- 
ernments. It invests funds, mostly in 
the form of commercial bills and short- 
term government securities, in all gold- 
standard countries. Its investments in 
a number of other countries are labeled 
in gold currencies. The bank’s gold 
and other assets owned in various coun- 
tries are in most instances immune by 
international treaty from seizure, con- 
fiscation or embargo, in time of either 
peace or war. Certain other interna- 


issue 
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lanegeiaigs y PERSONAL 
BERLITZ INSTRUCTION 


You can’t help learning languages the 
Berlitz Way—a Method scientifically 
designed to give you easy, fluent speech 
and authentic native accent in French, 
Spanish, German, Italian, Russian, or 
whatever language you choose. 

Small groups, to meet day or evening, 
now forming. Write, call in person, or 


phone “Secretary of Admissions,” for 
FREE BOOKLET and arrange for your 


FREE TRIAL LESSON 


SCHOOL O 
BERLIT Ztancuaces 
30 West 34th Street, New York PEnn 6-1188 


Brooktyw......1 De Kalb Ave., Triangle 5-2123 
BALTIMORE.......... wee-925 N. Charles St. 
Bostow.... 140 Newbury St. 
CHICAGO 30 North Michigan Ave. 
CLEVELAND Age 1449 Leader Bldg. 
DETROIT ..820 David Whitney Bldg. 
PHILADELPHIA...... Elrae Bldg., 226 S. 15th St. 
WASHINGTON 1115 Connecticut Ave. 
HAvANA ' Prado 62, altos 
and in every leading city of the world 


“‘Language Teachers of the 
World for Fifty-six Years’’ 


tional functions are also undertaken, 
such for instance as acting as trustee 
for loans issued in several currencies, or 
in more than one country. The bank 
holds in custody for various central 
banks sizable quantities of earmarked 
gold which do not appear in its balance 
sheet. Deposits held by it as trustee 
are also excluded from the monthly 
statement. 


INSIDE THE 


The modern bankers’ Tower of Babel 
is a plain-looking affair. No one 
passing by would ever guess its pre- 
tentious title if he did not notice the 
small bronze plates on either side of its 
entrance. That is because, in the haste 
with which it was organized in order 
to enable it to act as trustee under the 
Young Plan, the quickest way of put- 
ting it in physical operation was found 
to be the leasing of one of Basel’s hotels, 
the Savoy-et-Univers. The hotel shut 
down early in 1930 and the bank staff 
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moved in at once, the hotel’s concierge 
and minor personnel being retained. 
The B.I.S. concierge must always keep 
a cool head, as he may at times have a 
caller from outside asking questions in 
Basel-Diitsch (the quaint local dialect), 
a newspaper reporter pestering him in 
French, a director going by with some 
brief request in German, and_ the 
‘phone ringing to transmit an English 
voice from upstairs. But the concierge 
and his assistants are equal to their 
task. So are the telephone girls up on 
the fifth floor, who do not even have 
the facial expressions of people to guide 
them in comprehending what they hear, 
but who nevertheless rarely ask to have 
anything repeated, whatever the lan- 
guage. Even the errand boys in the 
B.1.S. vary their morning greetings to 
fit the nationality of the arriving indi- 
vidual: “Good morning,” “guten 
morgen,” “bonjour,” “gruetzi.” The 
last-‘mentioned greeting is that of the 
local dialect, which, though of German 
origin, is so utterly different in sound 
and often in vocabulary that Germans 
who come to Basel require months in 
order to understand it. 


FOUR OFFICIAL LANGUAGES 


The Tower of Basel labels four lan- 
guages as the official ones for its own 
use: English, French, German and 
Italian. Since most of the staff can 
read all four languages, the bank con- 
ducts its correspondence without taking 
the trouble to have incoming mail, or 
more than a small percentage of the 
outgoing mail, translated from one 
vernacular to another. Annual re- 
ports, monthly balance sheets and other 
official publications are issued in the 
four versions. 

There are eleven nationalities repre- 
sented on the staff of the International 
Bank, six in the management, and at 
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least twenty-six among the shareholders. 
Nearly all of the employes have lived 
and gained their business experience 
in a number of countries. Some are 
descendants of mixed parentage, and 
many have wives or husbands whose 
nationality differs from their own, lead- 
ing to such combinations as French- 
Finnish, American-French, Japanese- 
French, English-French, Swedish-Irish, 
Czech - Hungarian, French - Roumanian 
and German-Swiss. With such a motley 
array of national and linguistic elements 
within its walls, and with the back- 
ground of a Swiss city dominated by its 
own peculiar dialect but where every 
educated inhabitant speaks at least three 
languages, the B.I.S. is truly the 
bankers’ Tower of Babel. 


—o— 


LEARNING TO WRITE WELL 


RITING on the subject of 
the Bankers Institute Examin-- 
tions in English, Dr. B. L. K. 


Henderson says in Branch Banking: 

“You must read if you wish to write 
well. How can we write well without 
a sufficient vocabulary? To imagine 
that we can produce an effective essay 
without dipping freely into the treasury 
of an adequate vocabulary, is equivalent 
to supposing that we can build an at- 
tractive home without a sufficiency of 
proper building material. To acquire 
that vocabulary we have to read in the 
right sense of the word, that is, we 
have to go to the works of great 
authors and intelligently live with them 
for a time, questing for what they 
have to give. To go to certain sections 
of the modern press for mental food, 
and to suppose that we are going to 
remain mentally healthy, is like expect- 
ing physical fitness on a diet of tinned 
lobster and chocolate éclairs.” 
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Scientific Account Analysis 


’ 


Making an “Analastic” Analysis — Proof of 
Analysis — Statistics 


By Freperick W. Herze. 


This is the seventh of a series of articles on account analysis of checking 
accounts. The first article appeared in the December issue.—Eprror. 


GGREGATES have been employed in the analyses of 
Aw accounts because: (1) Our work is simplified; 
(2) Our task is shortened; (3) The element of error 

is reduced. 


Work Simplified —The fewer the rules or exceptions to 
be encountered, the simpler is the mastering of any problem. 
By having all amounts expressed in aggregates or one day 
equivalents, the method of analyzing each account will be 
identical with every other one whether the month covered 
by the analysis is one of 28, 30 or 31 days. It will not vary 
our procedure even in a minor degree. 

If we were to have first reduced aggregate balances 
to averages before computing the earning power of the 
balances represented in an account it would also have been 
necessary to compute that earning power by a different 
ratio for every change in the time element of a_ period 
covered by an analysis. Such a procedure would have 
added to the care needed in making an analysis to assure 
the proper time period ratio being used and also would 
require a greater number of interest and other tables, in- 
stead of our being able to confine our reference to but a 
single set of tables. 


Task Shortened.—The reduction of aggregates to aver- 
ages would not only complicate our problem but add con- 
siderably to the work involved in completing an analysis. 
Inasmuch as it is a simpler process to make our computa- 
tion by one unvaryimg method, it would unnecessarily in- 
crease the labor involved to employ any method that would 
be less direct in accomplishing our purpose. 
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Element of Error Reduced.—Each added computation 
increases the chance of error. By the use of aggregates we 
have been able to make a completed analysis, ‘avoiding en- 
tirely the necessity of making divisions, w hich usually con- 
stitute a greater error hazard than do other mathematical 

‘alculations. By the use of tables we are enabled to confine 
all mathematical calculations to ones of simple addition 
and subtraction. 


Disadvantages of Aggregates—W hile the use of aggre- 
gates simplified our actual analysis work, results expressed 
in aggregates confuse the mental picture of the true status 
of an account. It will be necessary from time to time to 
refer to our analyses records and if we must visualize the 
actual status of an account from records expressed. i in aggre- 
gates, we will have a very confusing picture. 

When we think or talk of balances, we do so in terms 
of balances as they appear on any given day or as an aver- 
age for a given period. It will, therefore, be necessary to 
have our finished record express balances as averages and 


not aggregates. Inasmuch as our need of average figures 
arises subsequent to the time of actual analysis, the logical 
time to reduce aggregates to averages is after the comple- 
tion of the account analysis. 


Method of Accomplishment.—Inasmuch as it is an ad- 
vantage to retain aggregates for the actual analysis and a 
necessity to express our results in averages, if we are to be 
enabled to make intelligent use of them, we should arrange 
our work so that we can both retain the advantage of aggre- 
gates and also produce the averages required. 

By the proper arrangement of our data, we not only 
accomplish this purpose but at the same time can afford 
ourselves a means of proving that all of our computations 
have been correctly made. The form of proof can be so 
arranged that it will also supply a means of making an 
explanation of the results of analysis clear to the mind of 
the layman, if the occasion arises for so doing. 

Illustrating such an arrangement of our data, and ex- 
plaining the various steps taken, can be best accomplished by 
recording the analyses of our four accounts on a form de- 
signed to produce the desired results. The four accounts 
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ACCOUNT NUMBER FOUR _ 


January 


ACCOUNT __ 
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In the above form the reader should visualize the figures and words in parenthesis 
as if they were printed in red. 


will be considered in the order of sequence in which they 
were last used. 


Steps Taken Eaplained.—On this form there are four 
sections: first, expense; second, analastic analysis; third, 
proof and statistics; fourth, averages. 


Ex pense.—The amounts in this section which are totaled 
at line six are the various expense factors reduced to a 
dollar basis. These amounts were discussed previously and 
the manner of obtaining them is a familiar one. 


Analastic Analysis——This section of the form, covering 
the regular analastic analysis, we are already familiar with 
and there is no necessity of further elaborating upon any of 
the steps taken therein. 


Proof and Statistics—In this section is recorded the 
information as designated by the captions to the right of 
the figures shown. ‘The first five lines are self-explanatory, 
the factors designated by the captions already having been 
dealt with at length. The amounts here shown are taken 
directly from the statement record of the account. 

On line six (1 per cent. of actual or required balances) 
is recorded the dollar and cents equivalent of 1 per cent. on 
the larger of the two balances, required or ledger balances, 
appearing on line six and seven respectively, in the analastic 
section of the form. 
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In this case, the ledger balance, appearing on line seven, 
was the larger, amounting to $257,600, 1 per cent. on which 
amounted to $7.05, the amount shown. A 1 per cent. table 
for this computation is illustrated in Figure 11, which is 
used in the same manner as you would use an interest or 
discount table. 

The $6.17 total expense, appearing on line seven, is the 
amount of the total expense shown on line six of the expense 
section of this form. 

Line eight records the amount of income that the bank 
could have earned on the available balance shown on line 
five above. This amount should be recorded in red* as is 
the caption opposite which it appears. ‘The amount of 
$21.31 here shown is 4 per cent. for one day, on a 365 day 
basis, on the available balance shown on line five above. 

On line nine is recorded the total of lines six, seven and 
eight. In totaling these amounts, the total of the black 
figures will be subtracted from the red figures (or vice 
versa), the net total being the excess of the red over black 
amounts (or vice versa) and recorded in the same color as 
the resulting excess amount. In this case the red figure 
(income) exceeded the total of the bank’s expense and 
profit figures by $9.08, signifying an excess profit margin 
that can accrue to the depositor’s benefit. 

This figure will be the same in amount and color as is 
the amount appearing on the same line in our analastic 
analysis section and thereby constitute a proof of analysis. 

These two amounts might vary by a cent or two, due to 
accumulated fractional parts of a cent in the various com- 
putations. In the majority of cases, however, there will be 
an exact verification. A spread of more than two cents will 
usually indicate an error made in either the analysis or the 
proof of analysis. Besides affording a means of proof, it is 
self-evident that these computations also afford a convenient 
means of making a detailed and intelligent explanation to 
the depositor of how and why results are obtained, if the 
occasion arises for so doing. 


Averages.—¥ or the purpose of making the results more 
intelligible to ourselves, as well as to the depositor if an 


*Wherever the author refers to figures or words in “red,” you will find that 
such figures or words have been placed in parenthesis in the account forms on 
pages 687 and 690. 
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explanation becomes desirable, it will be necessary to trans- 
late our aggregates into daily averages. 

The fourth section of this form is for the purpose of 
recording these averages. 'To do so only necessitates divid- 
ing the amounts appearing in the proof section by the 
number of days in the month and recording the results on 
the same line in the averages section. 

The amounts here shown give all of the needed averages 
for the intelligent examination of an account with the excep- 
tion of the amount that the balances either exceeded or fell 
short of our requirements. 

This average has been placed on line eight of the expense 
section. If there is an excess balance it will be recorded in 
red; if a deficiency balance, in black, as is the complementary 
aggregate figure in the analastic section. 

The same information recorded for the other accounts 
(or as now considered, other months) is illustrated on the 
same type of form, as shown on the following page. 


Additional Step.—In these successive illustrations we 
have taken our analyses another step forward by consider- 
ing the disposition of the credit accruing for the depositor’s 
benefit from a previous month’s excess balances. The ac- 
count for January produced a credit accumulation for the 
depositor of $8.09. This amount is brought forward to the 
February analysis and recorded in red on line ten and is 
termed a carry-over credit. The excess of line ten over line 
nine (or vice versa) is recorded on line 11 in the same color 
as the excess appears in. (In the event that the amounts 
shown on both lines are red, the two amounts should be 
added together and the total recorded in red on line eleven.) 


If the resulting amount is a black figure, that amount 
constitutes a charge to the account. If the resulting amount 
is a red figure, it constitutes a credit and will be brought 
forward to the successive month’s analysis as a carry-over 
credit, as was the case in our February illustration. 

With our analyses made and recorded in the illustrated 
manner, we are now in possession of all information neces- 
sary to deal intelligently with an account. We are now 
able to answer concisely all questions previously listed as 
necessary to answer in order to deal with our problem in- 
telligently. Let us again put these questions to ourselves 
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ACCOUNT NUMBER ONE 
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and prove that we can answer each one specifically and 
conclusively. 
QUESTION 
Is the account profitable or unprofitable? (Before direct 
charge. ) 
ANSWER 
January Profitable 
February Unprofitable 
March Profitable 
April Profitable 


QUESTION 


If profitable, how profitable? (Before direct charge.) 


ANSWER 
January 
March 


QUESTION 
If unprofitable, what is the loss? (Before direct charge.) 


ANSWER 
February 


The answer to all three of these questions is ascertained 
by comparing the amounts on line six and line nine in the 
proof and statistics section of the form illustrated. 

If the amount on line six (bank’s profit) exceeds the 
amount of the black figure on line nine (charge to cus- 
tomer) then, and to the extent of the amount of excess, the 
account proved to be profitable. This was the case in the 
accounts for the months of March and April. 


MARCH 
Line 6 (bank’s profit) a $3.68 
Line 9 (charge to depositor) 1.83 


Profit before charge $1.85 


APRIL 
Line 6 (bank’s profit) $3.68 
Line 9 (charge to depositor) -—0- 


Profit before charge $3.68 
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If the black figure on line nine (charge to the depositor) 
exceeds the amount shown on line six (bank’s profit) then, 
and to the extent of the difference, the account was a loss 
before being subjected to a charge. This was the case for 
the account during the month of 

FEBRUARY 


Line 9 (charge to depositor) $6.26 
Line 6 (bank’s profit) 3.68 


Loss before charge... $2.58 


In the event the figure appearing on line nine is a red 
one, signifying an accruing credit to the depositor, then 
that amount would be added to the amount shown on line 
six (bank’s profit) to ascertain the profit from the account, 
if no credit were to have been allowed to the depositor. This 
was the case for the account during the month of 


JANUARY 


Line 6 (bank’s profit) $7.05 
Line 9 (depositor’s credit) apenas 8.09 


Profit before credit Pl 5.14 


QUESTION 
If unprofitable, what charge would make the account 
self-sustaining / 
ANSWER 
February 


If the amount on line nine, the charge to the depositor, 
exceeds the profit of the bank shown on line six, then, and 
to the extent of the excess, the account was actually a loss 
without the benefit of the charge made. The charge of $6.26 
during the month of February would have been made for 
the following purposes: 

Retrieving loss of 
Profit margin 


Total charge ... $6.26 


An account would have produced a loss only in those 
‘ases where the charge made exceeds the bank’s profit, 
signifying that part of the charge was for the purpose of 
retrieving a loss. 
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Other questions can be answered by merely referring 
to our analysis form where the answer has been automati- 
‘ally produced when making the analysis. 


QUESTION 
What balance increases would have made the account 
a satisfactory one?/ 
ANSWER 
The answer to this question is recorded on line eight of 
the analastic section, the average for which is shown on the 
same line to the left under the heading “average.” The 
account would be under requirements and to the amount of 
this figure if it appears in black. This condition prevailed 
during the two months of February and March. 
February $2,240 


fg a 


March 653 


QUESTION 
How much should the account be charged to make it 
fully satisfactory ? 
ANSWER 
The answer to this question will be shown on line nine 
of our form. If a carry-over credit from a previous month 
is to be considered in the answer to this question the answer 
will appear on line eleven. 


Current month Accumulated 
only credit considered 


February $6.26 $—o- 
March 1.83 —-0- 
April —-0O- —-0O- 


It is apparent that with this form of analysis any ques- 
tion within reason about an account can be quickly and 
accurately answered. There would be no guessing or 
approximating; the answers would be specific and the 
ability to answer questions promptly and correctly is of 
tremendous assistance in effectuating any plan. 
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How to Obtain Bank Costs 


Distribution of Expenses 


By E. S. Woo.iey 


President, E. S. Wooltey Corporation, New York 


This is the seventh of a series of articles on bank cost accounting. The 
first article appeared in the December number.—Enprror, 


CONVENIENT form for distributing the accumu- 
lated expenses between the various departments is 
illustrated in the accompanying Exhibit L. 

The number of columns required will depend upon the 
number of departments. The number of departments into 
which it is practical to divide the bank will depend somewhat 
upon the size of the bank. The larger the bank, the greater 
the number of departments which can advantageously be 
kept distinct. After the expenses have been separated into 
departments some of those departments will be closed again 
into the main departments, or distributed between depart- 
ments. 

There are different reasons for this. For example, cost 
of notes is kept separate from the investment and loaning 
costs, even though it is a part of such costs, because it is 
necessary to know the cost of one note. This would be 
impossible if the note costs were not segregated. Again 
“use and occupancy” is the name given to those expenses 
which are distributed to the departments on the basis of 
space occupied. It is more practical to bring all such ex- 
penses together and make one distribution than it is to dis- 
tribute each item. Those departments which require this 
treatment are: 

Cost of Notes 

Proof 

Transit and Clearings 
Use and Occupancy 
General Administrative 
New Business Promotion 


The reasons for each and the suggested basis for dis- 
tributing the different classes of expenses are taken up in 
detail under their respective captions. 
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Cost of Notes.—The cost of notes will be closed into 
investment and loaning costs. The various expenses making 
up the “cost of notes” was explained in a previous article. 


Proof. Transit and Clearings——The cost of these de- 
partments will be closed into commercial, savings, trust, 
etc., in accordance with the number of items handled for 
each department. Use the total number of items handled 
as 100 per cent. Then the cost of the proof department, 
and of the transit and clearings departments, will be appor- 
tioned to the originating departments in the ratio of the 
number of items coming from each department. 


Use and Occupancy.—The use and occupancy expenses 
are those expenses which enter into the cost of maintaining 
bank quarters. These would include, in bank-owned build- 
ings, such items as 


Salaries—Janitors 

Taxes on the Bank Lot and Building 
Water 

Light and Heat 

Building Repairs 

Janitor Supplies 

Fire Insurance on Building 

Use and Occupancy Insurance 

Public Liability—Building 
Depreciation—Building 


If the bank pays rent, naturally rent would be substi- 
tuted for such items as depreciation of building, fire insur- 
ance on building, taxes on building, or other expenses paid 
by the landlord. As a matter of fact, even in bank-owned 
buildings, the preferable way is for the bank to charge itself 
“rent,” crediting the amount thus charged to the building 
and keeping a separate “building” account. This amount 
of rent becomes the amount which is considered in the 
operating expenses of the bank. The amounts of building 
expenses are charged to the building. This results in a more 
equitable cost for bank-owned quarters, and also in showing 
the true result of the operations of the building. If this 
method is followed, the following items would be charged 
to the building: 
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Proportion of Janitors’ Salaries for time spent on quarters rented 
to outsiders. 

Taxes on Bank Lot and Building. 

Building Repairs. 

Portion of Janitors’ Supplies consumed in caring for quarters 
rented to outsiders. 

Fire Insurance on Building. 

Public Liability on Building. 

Depreciation on Building. 

Portion of Heat and Light applying to quarters rented to outsiders. 

Other direct Building Expense, such as Elevator Expense, etc. 


The distribution of the use and occupancy expenses be- 
tween departments will be on the basis of the floor space 
occupied. This can either be obtained by measuring the 
dimensions of each department by “stepping off” or from 
the blue prints. If the former method is used, a plan of 
the bank quarters can be drawn from these measurements. 
This will aid in obtaining the percentage of the total use 
and occupancy expenses chargeable to each department. 
Form for such a plan is shown on Exhibit M. In appor- 
tioning the cost of use and occupancy it must be remembered 
that not all parts of the bank are of the same rental value. 
The lobby is much more expensive than the basement or the 
mezzanine. The way to arrive at the rental is to place a 
per square footage valuation on the different floors and 
parts of floors, such as “main floor front” “main floor back,” 
basement, mezzanine, second floor, ete. ‘Then to charge the 
departments with the total footage occupied at the estab- 
lished rental rate. This square footage valuation can be 
obtained by a comparison with other rentals in the neighbor- 
hood. These figures, compared with the total of 6 per cent. 
of the value of the ground and building, plus depreciation 
on the building, plus insurance and taxes, should give a fair 
basis for the establishing of the rental value. Where the 
lobby and main floor run to two stories in height, the rental 
value should be placed at the main floor rental plus one-half 
of the first floor rental rate. Quarters occupied by officers 
will be divided between the departments in the same ratio 
as their salaries. The same thing is true with the directors’ 
room. 


General Administrative.—The objective is to hold “gen- 
eral administrative” as low as possible and if the instructions 
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contained herein are followed, this objective will be achieved. 
It is Just as easy to separate most of the items in the first 
place as it is to enter them in general administrative and 
then divide them arbitrarily afterward. Because any divi- 
sion of a large item of general administrative expense must 
be on a more or less arbitrary basis. And needless to say 
any arbitrary division should be avoided as much as possible. 
The general administrative salaries will have been distrib- 
uted to the departments on the salary distribution sheet, 
as explained in last month’s article. Many of the items 
posted to unclassified in the general ledger or in the analysis 
of expenses can be apportioned to the departments without 
going through general administrative. For example, “supper 
money” to “miscellaneous” on expense ledger. Yet it is 
certainly known which department’s activities required this 
supper money to be spent. The basis for apportioning this 
general administrative expense will therefore depend upon 
its contents. When all it contains are small items of general 
nature such as “donations” the total can be spread among 
the income-producing departments in accordance with the 
size of the department. In other words, on the basis of 
personnel. 

New Business Promotion.—Under this general heading 
will be charged all advertising and other expenses, such as 
maintenance of an electric bank sign, etc. The new business 
promotion does not enter into the operating costs of the 
bank in so far as item costs, etc., are concerned. The total 
of this account, however, should be spread between the de- 
partments in accordance with the space they have used in 
newspapers, billboards and other displays. For this reason, 
an analysis of the advertising is necessary. The informa- 
tion required of the new business promotion is naturally, 
how much business was procured therefrom? Therefore, the 
amount spent on advertising for each department should be 
kept separately. ‘Then the amount of the new business of 
each department divided by the new business promotion 
expense applicable to that department will show the cost 
per $1000 of new business. The total of the new business 
promotion expense can be divided by the total new business 
procured. If this cost is exorbitant per $1000 of new 
business, which it frequently is, it calls for a change in the 
methods of advertising or a discontinuance of it. 
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Salaries.—Total salaries will be distributed to a form 
similar to Exhibit L—‘distribution of expenses.” These 
totals will be as shown by the distribution of salaries ex- 
plained in last month’s article. It is necessary to distribute 
salaries on a separate sheet first, because any attempt to 
combine the individual distribution with that of the other 
expenses would make the analysis sheet too cumbersome. 


Stationery and Supplies—An examination of the in- 
voices should be made, at least for the larger items of ex- 
pense such as ledger sheets, ete. Whether or not checks and 
passbooks are posted into this account, their invoices should 
be examined. In connection with these larger items, it 
should also be seen that a year’s expense only is being con- 
sidered. When books are kept on the cash basis, it is quite 
possible that the year under analysis does not reflect the 
true expense of this account. More than one year’s supply 
of ledger sheets, statements, or even letterheads may have 
been paid for. On the other hand, none might have been 
purchased. Therefore at least the invoices of such larger 
expenditures must be scrutinized to see that the cost of one 
year’s consumption, and only one year’s consumption, is 
being brought into the expenses. If care is exercised in the 
examination of the expense journal, many of the items of 
stationery and supplies can be allocated directly to the 
department for which they were purchased. After these 
larger items have been taken out and charged directly the 
balance can then be separated on a percentage basis. This 
percentage will vary somewhat in different banks. As an 
indication of the ratios, however, the following is given: 


Per Cent. 
Commercial [hh Aa 
Savings ...... Paes 10 
Trust ae 10 
Safe Deposit ..... 5 
Collections and Drafts 5 
Investment and Loaning ee ee 
Costs of Notes..... : 20 


Freight and Express——Usually freight and express is 
not a large item. Therefore if it is possible to trace back 
each item to its source, the account may be distributed 
between commercial, investment and loaning, and other 
departments in the ratio of currency and bond shipments. 
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Checks and Passbooks.—Even if these expenses are 
‘arried on the books in the stationery and supplies account 
they should be traced back through the expense journal, as 
the items are sufficiently large to warrant a correct distribu- 
tion. When the invoices are located, there is no question 
which items belong to the commercial and which to the 
savings. They should be distributed accordingly. 


Imprinting Checks.—Items of imprinting checks also 
should be taken out of the stationery and printing account 
if they have been posted there. These will only be charge- 
able to the commercial department in some of its branches: 
either individual, country banks or public funds. There- 
fore it would be wrong to include such items in the per- 
centage distribution. Naturally any collections from cus- 
tomers would be credited to that expense. If depositors 
pay more than cost the profit will be brought in as income. 


Forgeries and Lost Items. Cash Over and Short. Ea- 
change Paid.—While the larger percentage of the above 


accounts will be chargeable to the commercial department, 
no great amount of work is involved in analyzing them. In 
this way, each department will be charged with the exact 
amounts they are responsible for. ‘They can easily be 
traced through the undivided profits account or the general 
ledger account to the original entry on the teller’s blotter 
or ticket. 


Recording Fees. Attorney Fees——Recording and at- 
torneys’ fees for such items as foreclosed mortg: ages should 
be charged into the property foreclosed. This is because 
each piece of “other real estate” should show all the costs 
accruing thereon and should not be hidden or lost track of 
in “general expense.” Usually attorney fees can be readily 
allocated to the correct department. General attorney fees 
for attempted collections of notes, ete., would be chargeable 
to the investment and loaning costs. Attorney fees for fore- 
closing properties should be charged to the property fore- 
closed. 


Depreciation and Repairs—Equipment.—Of course the 
preferable way is to charge each department with the re- 
pairs and the depreciation on their own equipment. The 
equipment is not usually separated between the departments 
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on the books; nevertheless the information can be obtained 
by taking an inventory of the equipment and basing the 
depreciation accordingly. This does not involve any con- 
siderable amount of work and it is suggested that it be done 
this way. If this is not practical or desired, however, then 
both the repairs and depreciation of equipment may be dis- 
tributed on a percentage basis. The commercial department 
is the largest user of equipment. ‘The percentage ratio, 
however, would depend upon the machines used. That is 
whether or not the bank used machines in the trust depart- 
ment, discount machines in the note case, and savings 
machine equipment. In other words, what machines are in 
the bank. The percentages shown hereunder were the per- 
centages of a bank which had complete machine records. 
It used machines in trust department, savings department, 
and note case. The transit department machines are in- 
cluded in commercial department percentages. The ma- 
chine in the trust department was used also for posting the 
general books. 
Per Cent. 

Commercial 40 

Investment and Loaning 30 

Savings ee 

Trust 15 


Postage.—If a record is kept of the outgoing mail for 
a representative week or so, a good basis for the distribution 
will be found. ‘This can be accomplished easily enough by 
having the mailing go through one person’s hands or 
through a mailing department. Listing the various de- 
partments on a columnar sheet and entering the outgoing 
postage from the departments in their respective columns 
each day while the check is being made will accomplish this. 


Telephone and Telegraph.—For cities where outgoing 
‘alls are limited and a eall charge is made for all calls in 
excess of that number, the switchboard operator should be 
requested to keep record of outgoing calls from each station 
for a number of representative days. The telephone ex- 
pense for the year under analysis will then be spread 
accordingly. Long distance telephone calls and telegraph 
expense can be obtained from an examination of the bills. 
If the telephone is on an unlimited basis, the expense can 
be apportioned in the ratio of stations. 
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Traveling Expenses——Where a record is kept of the 
reason for the traveling expense, it should be allocated on 
that basis. 'Though much of it might be in the nature of 
general expense, it is nevertheless valuable to banking 
operations, and therefore reacts to the benefit of bank 
customers. So there is no reason for disregarding it as an 
expense. In the absence of any specific information in each 
instance, the basis for distribution could be somewhat as 
follows: 


Per Cent. 
Commercial . in ga 


Investment and Loaning 30 
All Others .. 30 


However, it is advised that the account be analyzed 
first before distributing. For instance, a convention of 
trust officers would be charged entirely to the trust depart- 
ment. General bank conventions would be general and 
could be divided somewhat as shown above. It must always 
be borne in mind, that no arbitrary percentage basis of dis- 
tribution can be as accurate as analysis. Therefore all 
accounts should be analyzed first for direct departmental 
charges and then only the general balance divided on the 
percentage basis. 


Bank Exvaminations.—W hile bank examinations, that is, 
examinations by supervising authorities might be considered 
a general expense, still most of their time is spent on the 
loans and investments. Therefore, in the absence of a 
specific knowledge to the contrary, these expenses could be 
divided in banks which do not have a trust department as 
follows: 


Per Cent. 
Commercial ...... 15 


Investment and Loaning ee 
Savings Sovasd agar oe 
Others . aS 


Where the bank does have a trust department, these 
percentages could be changed to 


Per Cent. 
Commercial .. 1 2 
Investment and Loaning.. ys cies. 
1" , 
Trust 
Savings 


Others 
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Depreciation and Repairs—Furniture and Fiaxtures.— 
The preferable way of course is to know exactly the furni- 
ture and fixtures of each department. Then to charge the 
depreciation and repairs on this basis. Where this informa- 
tion is not obtainable, however, these expenses can be 
charged into “use and occupancy.” ‘They would then be 
charged to the departments in the ratio of the floor space 
used. As these furniture and fixtures have a direct relation 
to the floor space in most cases, this basis will not be so far 
wrong. The cost of the vaults are easily ascertained and 
should be taken out of the furniture and fixtures account 
first, if they are kept in that account. ‘The amount of the 
depreciation and repairs on the safe deposit vaults is charge- 
able to the safe deposit department. That of the cash 
raults is divided between the commercial and savings, and 
investment and loaning, in the ratio of the cash and securi- 
ties contained therein. 


Janitor Supplies—Janitor supplies for use of building 
in which quarters are rented to outsiders should be charged 
to the “building.” 'Those supplies used for bank-occupied 
quarters will be charged into “use and occupancy.” If the 
records are not complete enough to permit division in this 

way, then they cain be divided between “building” and 
“use and occupancy” in the ratio the total floor footage 
bears to the total footage of bank occupied and rented 
quarters. 


Light and Heat.—Light and heat also are a part of 
the “use and occupancy” expenses. ‘Therefore, where no 
quarters are rented to outsiders, they would be included in 
such a classification and divided in accordance with space 
occupied. If parts of the building are rented to outsiders 
then the heat should be charged to the building and the 
rental value for bank-owned quarters should include heat 
as explained under the caption of “rent.” While technically, 
light should be distributed on the basis of lamp wattage, 
still for all practical purposes, it can be included in “use 
and occupancy” and spread with that expense. 


Advertising and Entertainment.—Advertising is in the 
nature of new business promotion and therefore should not 
be included in operating costs but should be charged to 





THE BANKERS MAGAZINE 


new business promotion. Old customers should not be 
charged with the expense of getting new ones. General 
entertainment might be considered in the same relation. 
Entertainment of specific customers, however, should be 
charged against their accounts in the analysis in order to 
find out if such an account were profitable. This would 
frequently reveal that the accounts were not worth the 
entertainment. Naturally, entertainment charged this way 
should be included in the expenses of su department of 
the customer entertained. It should appear as “entertain- 
ing customers” on the departmental profit ate loss account. 


Donations.—Donations are very general in character 
and only occasionally does a specific item have any real 
basis for distribution. It is one of the costs of doing busi- 
ness however. A bank can hardly avoid contributing to the 
Community Chest for example. Such legitimate donations 
as this can be spread among the departments in the ratio of 
personnel. If donations are made to church organizations 
or pamphlets they should be charged to the department of 


the customer soliciting them, as probably that was the 
influencing factor. 


Subscriptions and Dues.—-Subscriptions to bond statisti- 
cal services and credit rating bureaus will be charged into 
investment and loaning costs. Dues to local clearing-houses 
will be about 70 per cent. commercial, and 25 per cent. to 
investment and loaning if its credit possibilities are being 
used, and 5 per cent. to others. Dues to state and national 
bankers’ associations can be divided between the departments 
in the ratio of deposits. 


Insurance and Bonds.—The cost of bankers’ blanket 
bonds should be apportioned to the cause of loss as follows: 
Per Cent. 
Dishonest acts of employes Dear eee rt 
Safe Burglary ...... 27 
Theft from premises by one not employ ed... 
Messenger hold-up.. 
Loss in transit from hold- up. 
Destruction 
Misplacement 
All others not above defined 
Forgery by one not employed 
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This, transferred to departments, could be used approxi- 
mately as follows: 
ant. 
Commercial. 


Investment and Loaning 
Savings ....... 

Trust 

Safe Deposit 

Others ....... 


Other classes of insurance premiums as follows: 


Fidelity Bonds Salaries 

Bonds Securing Deposits To account affected 
Burglary and hold-up Currency and Bonds on hand 
80 Per Cent. Commercial 

20 Per Cent. Others 

Fire Insurance—Furniture and Fixtures Same as Depreciation 

Fire Insurance—Building To Building Expense 
Contents of Safe Deposit Boxes To Safety Deposit Dept. 

80 Per Cent. Commercial 

20 Per Cent. Others 


Forgery 


Messenger 


Taxves.— 

Personal Property—On the basis of funds invested in Earning Assets. 

Income Tazxes—Direct to Undivided Profits. 

Other Real Estate—To Other Real Estate and piece of property 
affected. 

Circulation—To Circulation. 

Deposit Taxes—In ratio of deposits. 

Real Estate—Building—to building and income expense. 


Unclassified—lIf this account contains expenses which 
are Classified herein, it should be analyzed and items charged 
to correct accounts. When this has been done the balance 
remaining therein will be small. It might contain such 
accounts as “supper money” which of course should be 
charged to the departments requiring the employes to work 
overtime. “Circulation expense” may also be found here, 
which should be charged to “circulation.” In fact every 
amount of expense has a reason for its disbursement, and 
a little thought will show which department should be 
charged. ‘Those which are so general in character that they 
will have no departmental tendencies will be small. They 
may be spread between the principal departments in the 
ratio of deposits or of personnel depending on the nature 
of the item. 
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INVESTMENT AND FINANCE 


A MONTHLY SURVEY OF CURRENT DEVELOPMENTS AFFECTING 
THE BANK INVESTMENT MARKET 


Low Interest Rate on Government Securities 


ATISFACTION over the low in- 

terest rate at which the Govern- 

ment is now able to borrow is by 
no means unmixed, being viewed from 
two different standpoints—that of the 
borrower and the lender. As _ banks 
hold so large a portion of the Govern- 
ment debt, they may find some consola- 
tion that if they are not deriving a satis- 
factory rate of return from this class 
of investment, they can at least find 
some degree of consolation in the high 
liquidity afforded by Government bonds 
and certificates. But the private in- 
vestor, who may not be so much con- 
cerned about liquidity, lacks this com- 
pensation. What the Treasury gains 
by the lowered rate, he loses. 

That the Treasury, in the face of an 
enormous and mounting deficit, is able 
to borrow at a purely nominal rate on 
certificates, and at a very low rate on 
its bonds, is an anomaly, but may be 
easily understood. With huge excess 
banking reserves, and so little demand 
for commercial and industrial loans, the 
Treasury has practically a clear field as 
a borrower. Faith in the credit of the 
United States remains high, and does 
not seem to show much concern about 
budget deficits, real or threatened in- 
flation, dollar devaluation, repudiation 
of the gold clause nor of any of 
the influences heretofore considered 
as unfavorably affecting the credit of 
the Government. No doubt, the ease 
with which Government securities are 
being absorbed in such large volume and 
at low rates may be further explained 
by the easy money policy of the Fed- 
eral Reserve, and by the manner in 
which the securities are being sold to 
the banks. There are those who claim 
that this process does not materially dif- 
fer from the issue of fiat money; but it 
will at least differ so long as the in- 
terest rate paid the banks is greater than 


the cost of printing greenbacks. Per- 
haps the real danger point may arise 
when bank depositors may show concern 
as to the large amounts of Government 
securities held by the banks. 


NEW CAPITAL FLOTATIONS 


OMMENTING on new capital 
flotations in the United States 
during April and for the first 
four months of the year, the Financial 
Chronicle in its issue of May 4 says: 


The record of new financing in this coun- 
try during the month of April was of even 
more imposing proportions than that for 
the month of March. In our article for the 
month of March we mentioned that the 
financing for that month had been on a 
larger scale than any other month since 
July, 1934. The grand total of new offer- 
ings for the month of April reached no less 
than $503,148,393 exceeding the March to- 
tal of $288,494,956 by $214,653,437 and 
established a new high record since April, 
1931, when $591,410,493 of new issues were 
floated. ‘Our tabulations, as always, include 
the stock, bond. and note issues by corpora- 
tions, by holding, investment and trading 
companies, and by states and municipalities, 
foreign and domestic, as well as farm loan 
and publicly offered governmental agency is- 
sues. The grand total of the offerings of 
new securities under these various heads, as 
just stated, was $503,148,393 in April, repre- 
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sented by $151,769,593 state and muni¢ipal 
issues, $155,878,800 corporate issues, an 
offering of $162,000,000 Federal Land banks 
3%4- per cent. bonds and an issue of $33,- 
500,000 Federal Intermediate Credit banks 
1% per cent. debentures. Refunding opera- 
tions, as in other recent months, predomi- 
nated the month’s new emissions and no 
less than $413,298,800 out of the grand 
total of $503,148,393 comprised refunding 
issues, that is they were put out to take up 
or retire existing obligations. The strictly 
new capital raised during April was only 
$89,849,593. 

Financing by the United States Govern- 
ment was along the usual lines during April 
and included four offerings of Treasury bills 
on a discount basis. There was also a com- 
bined offering of 20-25 year 2% per cent. 
Treasury bonds and ‘S-year 15 per cent. 
Treasury notes made in exchange for ap- 
proximately $1,933,000 called First Liberty 
Loan bonds, the call date thereof being June 
33. 


From the tables presented by the 
Financial Chronicle it is learned that 
the total of corporate issues for the four 
months April to January of this year is 
far ahead of that for ‘any like period for 
the yéars 1934, 1933 and 1932, but 
still much below the total for 1931. 
(Four months ending April, 1935, $313,- 
560,800; four months ending April, 
1931, $1,516,838,411.) 


RISE IN THE SECURITIES 
MARKET 


BOUT the middle of last month 
stocks of the higher grade showed 

a marked upward tendency, the 
greatest sustained rise that has taken 
place since the beginning of the year. 
Bonds of the United States and state 
and municipal tax exempts were also in 
good demand: Several influences are 
accountable for this improvement. The 
better showing of corporate earnings, 
decided- progress toward business re- 
covery; and the huge amounts of idle 
funds have all been contributing factors. 
It is significant that thus far the ad- 
vance has been confined to the better 
grades of bonds and stocks, and the ad- 
monition contained in a book published 
not long ago, “to: buy trash,” has failed 
of effect. No doubt, later on, a specu- 


lative movement may develop that’ will 
carry the common run of shares to higher 
levels. 


LIFTING OF RESTRICTIONS ON 
FINANCIAL ADVERTISING 


ECENTLY the Securities and Ex- 
change Commission made an an- 
nouncement greatly modifying 

the restrictions heretofore in force relat- 
ing to financial advertising in newspapers 
and magazines. While the rules easing 
these restrictions still remain quite com- 
plicated, their general tendency is to- 
ward a liberalization of the policy for- 
merly prevailing. 

The course taken in this instance by 
the Securities and Exchange Commission 
illustrates a familiar principle applicable 
to all drastic forms of legislative controi 
of business, namely, that such laws must 
be made workable or their object will 
be defeated. In its original form the 
Securities Act itself was generally con- 
sidered of an unworkable character; but 
some modifications were made, and the 
recent announcement of the Securities 
and Exchange Commission is a marked 
step in the same direction. 


“THE PROFIT POSSIBILITIES OF 
THE BUSINESS OF NOT HAN- 
DLING YOUR OWN SE- 
CURITIES” 


HIS is the title of a pamphlet giv- 

ing an account of the difficulties 

and needless losses suffered by John 
Smith before he subscribed to the cus- 
todian service of the Bank of New York 
and Trust Company. Of course, John 
Smith is a hypothetical investor, and 
possibly a more than ordinarily care- 
less one, though his negligence has many 
like examples. In this case, John Smith, 
after selling out his business for $200,- 
000, and investing in securities to this 
amount, placed the securities in his safe 
deposit box, and forgot or neglected to 
do so many things that he suffered an 
unnecessary. loss of $1,821.75—a sum 
several times greater than would have 
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been the cost of having his securities 
properly looked after. 

Of course, the real lesson of this in- 
teresting copyrighted pamphlet is that 
those not expert in the handling of in- 
vestments, or who lack the time to give 
their securities proper attention, can 
well afford to pay for having this service 
completely performed. 


GENERAL MOTORS CORPORA- 
TION 


ET earnings of General Motors 

Corporation, including equities 

in the undivided profits or losses 
of subsidiary and afhliated companies 
not consolidated, for the first quarter 
ended March 31, 1935, amounted to 
$31,510,371, compared with net earn- 
ings of $29,319,523 for the first quarter 
of 1934. After deducting dividends of 
$2,294,555 on the preferred stock, there 
remains $29,215,816, being the amount 
earned on the common shares outstand- 
ing. This is equivalent to $0.68 per 
share on the average common shares out- 
standing during this quarter and com- 
pares with earnings of $0.63 per share 
for the first quarter of 1934. 

Cash, United States Government and 
other marketable securities at March 31, 
1935, amounted to $166,369,122, com- 
pared with $153,623,975 at March 31, 
1934, and $186,966,609 at December 
31, 1934. Net working capital at March 
31, 1935, amounted to $297,153,443, 
compared with $262,543,875 at March 
31, 1934, and $275,645,866 at Decem- 
ber 31, 1934. 

Net sales of General Motors Corpora- 
tion, excluding inter-divisional transac- 
tions, for the first quarter ended March 
31, 1935, amounted to $246,325,357, 
compared with $205,124,080 for the 
first quarter of last year. 

Total sales of cars and trucks to deal- 
ers, including Canadian sales, overseas 
shipments and production from foreign 
sources, during the first quarter ended 
March 31, 1935, amounted to 388,716 


cars and trucks, compared with 316,604 
cars and trucks in the corresponding 
quarter of 1934—a gain of 72,112 units, 
or 22.8 per cent. General Motors deal- 
ers in the United States delivered to 
consumers 258,093 cars and trucks dur- 
ing the first quarter of 1935, compared 
with 180,523 cars and trucks in the cor- 
responding quarter of 1934—a gain of 
77,570 units, or 43.0 per cent. Sales by 
General Motors operating divisions to 
dealers within the United States during 
the first quarter of 1935 amounted to 
301,256 cars and trucks, compared with 
248,270 cars and trucks in the corre- 
sponding quarter a year ago—a gain of 
52,986 units, or 21.3 per cent. 


INCREASE IN INVESTMENT 
BANKERS 


DIRECTORY of investment bank- 

A published by John Nuveen & 

Co., Chicago, shows that on 

April 1, 1935, the number of registered 

investment bankers and their branches 

was 4,634, compared with 3,725 on 
July 14, 1934. 
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PROSPERITY AND PRODUC- 
TIVITY 


Many do not seem to understand that 
prosperity and productivity are synony- 
mous terms and not in conflict with 
one another. 

Some imagine that wealth can be 
created by destroying wealth; — that 
prosperity can be restored by artificial 
manipulation of price levels; that wealth 
is created by paying for the non- 
production of wealth. How can there 
be any acceptance of the idea that the 
amount of work to be performed in 
this great world of ours, particularly 
in this country, is limited and that 
it cannot be expanded, and that the 
solution of the unemployment problem 
is to divide the current amount of 
work by the number of available work- 
ers?—Alfred P. Sloan, Jr 





Epigrammatic Economics 


{From the Report of the Board of Supervisors of the Société 
Transports et d’Entreprise 


@But to look upon an expansion of 
consumption as a means of increasing 
the aggregate wealth of the community 
is to confuse cause and effect. 


@ Saving would be vain without con- 
sumption. Supplies would soon be ex- 
hausted if there were no saving; more- 
over, saving in itself encourages con- 
sumption by reason of the income and 
the ser - of security which the saver 
derives from his investments. 


@Free grants of goods or services—- 
whether in the form of bread or enter- 
tainment—may be morally or socially 
justified, but they cannot add to the 
wealth of the community. 


@ The old French slogan: “A _ prosper- 
ous building trade spells good times for 
all,” shows that the man in the street 
has recognized one of the characteristics 
of periods of expansion. 


@ The consequences of the decline in 
values of agricultural produce are not 
as serious as is frequently alleged. Its 
effect upon the standard of living and 
purchasing power of the producers is 
modified by the fact that they are them- 
selves large consumers of farm produce 
and that the price of the manufactured 
articles they habitually buy has likewise 
decreased, though to a smaller extent 
than their own products. 


€ The lack of profits is doubtless a con- 
sequence as well as a cause of the busi- 
ness depression. It is no less certain 
that it has deepened the depression and 
is traceable to causes other than the eco: 
nomic crisis. 


@ The fundamental cause of unemploy- 
ment is the discouragement of enter- 
prise. 
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Financiére de 
s Industrielles, Brussels] 

@ Every undertaking depends on_ its 
customers for its trade, just as a doctor 
is dependent on his le But the 
question is: whence do the customers 
derive their livelihood? 


@When governments do not aim at 
eliminating private enterprise, in order 
to replace it by an increasingly social- 
istic system, they customarily declare 
that their public works policy, as also 
their policy of abundant and cheap 
money, or again their policy of high 
wages or high prices for farm produce 
—in short all their efforts to end the 
depression—tend only to “prime the 
pump” of business and clear the way for 
private initiative. But as a rule they 
fail to see that the surest means of 
stimulating private enterprise consists 
simply in enabling it to be remunera- 
tive. 


The efforts of public authorities must 
aim at making investors confident that 
capital prudently expended on well: 
managed undertakings will be ade- 
quately remunerated. 


@ In order to increase the common fund 
of incomes, to enable every nation to 
live and every worker to lead a human 
life, and to ward off universal decay, 
it is high time that the multiform inter- 
play of trade be once more set in mo- 
tion. There is no other way of start- 
ing this movement than by giving to 
private enterprise the encouragement 
and feeling of security without which, 
rightly or wrongly, it will refuse to act. 


@ Whatever people may say, the causes 
of the present depression do not differ 
essentially from those of its predecessors. 
The victims of hard times are prone to 
imagine, like thwarted lovers, that they 
are living an unprecedented drama. 





FINANCIAL SITUATION ABROAD 


A MONTHLY SURVEY OF CURRENT FINANCIAL, ECONOMIC AND 
POLITICAL EVENTS IN OTHER LANDS 


HIGH LIGHTS IN THE INTER- 
NATIONAL SITUATION 


HE fears of war which of late 
have been so apparent in many 


countries of Europe have given 
rise to feverish attempts to ward off the 
danger of an early conflict. If agree- 
ments and pacts can prove effective in 
this direction, one must conclude that 
the immediate future is safe enough, for 
statesmen of various European countries 
have lately concluded a number of such 
agreements. The only war that seems 
imminent is one between Italy and 
Abyssinia, and Premier Mussolini has 
issued a clear warning to the other 
powers that he will handle this situation 
without the help of any of them. 
Political circles have been disturbed 
by the recent death of Marshal Pilsud- 
ski, the dictator of Poland. Recently 
Poland, heretofore inclined to follow 
French international policy, has shown 
signs of leaning toward Germany, a 
tendency which the recent visit of the 
French Foreign Minister to Warsaw 
was designed to check; but this effort 
does not seem to have had much suc’ 
cess, though the French statesman’s trip 
to Moscow appears to have had a satis- 
factory outcome. ; 
Following Belgium's devaluation of 
the currency in April, much speculation 


has occurred as to how much longer 
Holland, Switzerland and France will 
be able to maintain the existing value 
of their gold units. 

Serious repercussions of the American 
silver policy have taken place in China, 
Mexico, Peru and Italy. 

Following the address of Secretary of 
the Treasury Morgenthau, indicating 
that America would oppose no obstacle 
to currency stabilization, there has been 
fresh discussion of this subject in various 
foreign capitals. In London the Secre- 
tarys gesture was coldly received, but 
was warmly welcomed at Paris. It is 
becoming generally recognized that a 
currency war is being waged, and that, 
like all other wars, it will ultimately re- 
sult in great harm to all concerned. The 
forces making for stabilization are, there- 
fore, growing stronger as time passes. 


FINANCIAL AND ECONOMIC 
CONDITIONS IN HOLLAND 


HERE have been, says the Financial 

and Economic Review of the Am- 
sterdamsche Bank, no _ striking 
changes in the economic structure or po- 
sition of the Netherlands during the 
first three months of the current year. 


“This is easy to understand if it is 
realized that developments in this country 
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American Standards in South America 


The collection system of 


LA PREVISORA NATIONAL BANK OF CREDIT 


in GUAYAQUIL 


and its branches in the principal cities of Ecuador is 


built up for accurate and prompt service. 


Our Foreign 


Division is organized as a separate unit within the Bank 
and handles our patrons’ business according to strict 


American standards. 


WE COLLECT FOR THE PRINCIPAL AMERICAN BANKS 


are closely—more closely probably than 
in any other country—bound up with 
the course of affairs abroad. We have 
already in previous issues of the Review 
explained why this is so. Briefly it may 
be said that it is due to the fact that 
Holland possesses practically no raw 
materials. It must therefore import 


them, and pay for them with the prod- 
uct of its exports, its services and its 


foreign investments. Services are at 
present in steadily diminishing demand- 
the position of shipping is evidence 
enough—while income from investments 
has declined severely. The country has 
managed to keep its exports at a fairly 
satisfactory level, though they have also 
fallen considerably. Holland has fur- 
ther specialized in products calling for a 
high ratio of labor and much experi- 
ence—flower bulbs and market garden 
and dairy produce, to mention only a 
few—and for thesé the world has less 
money and interest than formerly. 

“In spite of this, the aim of the gov- 
ernment’s policy is to maintain as far 
as possible the basis which is grounded 
in historical development, with such ad- 
justments as are called for by the chang- 
ing circumstances. In other words, 
Holland is pursuing a defensive policy, 
adapted to the situation which prevails 
in other countries. . As this situation 
cannot yet be regarded as a favorable 
one, speaking generally at least, it can 
hardly be a matter for surprise that the 
position of this country does .not’ yet 
show a change for the better.” 
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SWEDEN’S POSITION IN THE 
FIRST QUARTER OF 1935 


HE Quarterly Report of the 
Skandinaviska Kreditaktiebolaget 
finds that the general economic 
trend during the first quarter of the 
present year shows, in some measure, 
the same features as in the last three 
quarters of 1934: a favorable sequel to 
the previous improvement in the gen- 
eral situation and to the abundant crops 
of the last two years, the stimulating 
effects of the greater activity in build- 
ing and, in general, the maintenance of 
a relatively high level in regard to em- 
ployment and spending power. 

Consumption on the home market, 
however, shows signs of some satiety. 
The trade index of the Skandinaviska 
Bank—which relates to the value of the 
clearing of commercial bills, allowing 
for seasonal ups and downs—fluctuated 
last year about the figure of 88, the 
average value for the year 1929 being 
represented by 100. For the first quar- 
ter of this year the index number was 
86.8. The production indices of the 
Federation of Swedish Industries for the 
home market industries and for the 
manufacture of goods of consumption 
have not shown any lasting improve- 
ments for a year. 

Swedish exports, which last year in- 
creased by 20 per cent. as compared 
with 1933 and 37 per cent. as compared 
with 1932, were larger for the first two 


. months of this year than for the same 
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period. in’ the years 1931-34. The 
decrease in value as compared with 1929 
is chiefly due to the subsequent fall in 
prices. Thus this year the exports, 
reckoned by volume, have so far been 
on a large scale. 


THE NATIONAL ECONOMIC 
BANK OF POLAND 


HE chairman of the National Eco- 
nomic Bank, Dr. Roman Gorecki, 
in a recent interview with news- 
paper men, reviewed last year’s activities 
of the bank which, like the State Land 
Bank, is controlled by the government. 

The turnover of the bank in 1934 
totaled 18,400,000 zlotys, an increase of 
2,800,000 over the corresponding figute 
for 1933. The balance sheet for the 
year totaled 2211.1 million zlotys, an 
increase of 44.5 million. Deposits of 
all categories aggregated 314.4 million 
zlotys, an increase of 77.6 million as 
against million zlotys in 1928 
when, with favorable economic condi- 
tions prevailing, the highest level of de- 
posits was reached. 

Savings deposits increased from 55 
miliion zlotys at the end of 1933 to 63.5 
million at the close of 1934. The in- 
flux of deposits was partly used for ex- 
tending the bank’s credit activities, but 
the bulk was employed in strengthening 
its financial structure. 

Cash on hand and other liquid assets 
increased by 13.3 million zlotys to 62.7 
million. Treasury funds on deposit at 
the bank increased from 769 million 
zlotys to 803 million, the total amount 
of credits granted being between 1861 


325.3 


million zlotys and 1882 million. Of 
these, 449.3 million zlotys were credits 
granted by the commercial department, 
an increase of 63.1 million zlotys, while 
mortgage loans and bonds issued de- 
creased from 823 million zlotys to 806.9 
million, and credits granted to industry 
decreased by 39 million zlotys to 200 
million. 

Building credits formed an important 
part of the total turnover. There were 
6798 credits for building purposes total- 
ing 38.9 million zlotys from treasury 
funds, besides another 7.9 million zlotys 
of the bank’s own funds. The credits 
in question were used for the construc- 
tion of 19,386 dwellings containing 53,- 
374 living rooms. Special regard was 
given to the construction of working- 
class tenements. Net profits for the 
year totaled 2,959,000 zlotys, an increase 
of- nearly 400,000 zlotys, of which 35 
per cent. have been allotted to a special 
mortgage and bond reserve; 20 per cent. 
to the reserve fund; 10 per cent. for 
other statutory purposes, while 35 per 
cent. has been placed at the disposal of 
the treasury. 


CHANGE IN CHARACTER OF 
ITALIAN BANKS 


Commerciale Italiana, Credito Itali- 
ano and Banco di Roma, which since 
the surrender of their industrial port- 
folios to the Institute for Industrial Re- 
construction have restricted their busi- 
ness exclusively to deposit banking and 
short time commercial credit, have de- 
cided to strengthen their position by 
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placing to the reserves all the profits of 
the year, and are not therefore distribut- 
ing any dividend. Commenting on this 
decision, the president of the board of 
directors of the Commerciale stated that 
experience acquired during 1934 has 
shown the wisdom and practical value 
of the policy of confining business to the 
development of ordinary credit transac- 
tions and such accessory matters as 
brokerage, the management of securities, 
the grant of commercial sureties, etc. 
Time is still required, he said, to gauge 
the full results of this change in the char- 
acter of the bank’s business, but those 
already secured show that the new policy 
will be successful provided that the 
growth of credit activities be assured by 
increasing the financial resources at the 
disposal of the banks, which are there- 
fore building up additional reserves. 


DIMINISHED UNEMPLOYMENT 
IN GREAT BRITAIN 


N December, 1934, the number of 
if insured persons, aged 16-64, in em- 

ployment in Great Britain had risen 
to 10,248,000. In January, 1935, the 
figure experienced the serious drop of 
195,000 to 10,053,000. In February it 
picked up slightly to 10,081,000, and 
in March it rose to 10,200,000. This 
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latter figure is well on the way back to 
that of December last and compares 
with an average of 10,222,000 in the 
final quarter of last year. It is some- 
times forgotten, says The Statist, what 
a large increase has taken place in the 
number of insured persons in employ- 
ment, the average for the first quarter 
of 1935 at 10,111,000 showing an in- 
crease of 690,000 on the average for 
the first quarter of 1932. 


THE BRITISH BUDGET 


STIMATES for the British budget, 
E 1935-36, place the expected rev- 
enues at £824,770,000 and the 
expenditures at £824,270,000—a surplus 
of only £500,000, compared with a sur- 
plus of £7,562,000 for the previous fiscal 
year. 


BRITISH FOREIGN TRADE STILL 
“UNFAVORABLE” 


RELIMINARY figures on export 

trade of the United Kingdom, an- 

nounced by the British Board of 
Trade, showed a balance of imports over 
exports of £22,631,201 in April. This 
compares with an adverse balance of 
£20,807,000 in March and £21,212,000 
in April last year. 
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Current Conditions in Canada 


HE Business Summary of Bank of 


Montreal (May 23) finds that 
business improvement, after show- 
ing a halting tendency in some depart: 
ments in March, was resumed in April, 
and with the commencement of the sec- 
ond half of the month of May it reached 
higher levels than for some months past 
Farm and metal prices have stiffened and 
forestry indices have advanced, giving 
an improved tone to basic industry; 
while manufacturing generally reveals 
increased activity. Wholesale prices 
reached a new recovery peak in April, 
when the index of the Bureau of Statis- 
tics rose to 72.5 from 72.0 in March 
(1926=100). A 5 per cent. rise in 
wheat prices was the largest single fac- 
tor, but livestock, silver and tin prices 
contributed materially, other primary 
commodities fluctuating within narrow 
limits. 
An important factor in the general 
outlook has been a marked improvement 


in agricultural prospects in the western 
wheat-growing provinces, following gen- 
eral and abundant rains, of which the 
dried-out areas have had their full share. 
Soil condition in each of the three prairie 
provinces now is excellent, and, al- 
though seeding operations have been de- 
layed to some extent, the loss of time 
is not regarded as likely to be serious, 
particularly in view of the compensatory 
moisture conditions. 
INDUSTRIAL PRODUCTION UP 

Industrial production on the whole 
in April was firm to upward. The 
newsprint output was 222,244 tons, 
compared with 216,507 in April a year 
ago, which is a 9 per cent. increase over 
March when seasonally corrected. The 
automobile output for April was 24,123 
cars, which was 31.4 per cent. larger 
than that of April, 1934. Over March, 
the gain was 2148 cars. Sales in March 
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totaled 10,942 units, for $10,872,740, 
an advance of 29.5 per cent. in num- 
bers and 27.8 per cent. in value over 
the corresponding 1934 figures. There 
were 7183 vehicles financed, to the ex- 
tent of $2,979,442, an improvement of 
39 per cent. 

Combined gross railway earnings of 
both systems increased by 5.6 per cent. 
over April a year ago, which compares 
with a decrease of 3.7 per cent. in March 
when both systems had net reductions. 
For the four months of the current year 
ending April there was an increase in 
combined gross earnings of 1.4 per cent. 

The external trade of Canada totaled 
$74,933,000 in April, compared with 
$66,861,000 a year ago, and with $40, 
769,000 in April, 1933. Thus the gain 
over last year is more than 12 per cent., 
reflecting a gain of 5.2 per cent. in im- 
ports and one of 19 per cent. in do- 
mestic exports. The visible favorable 
trade balance for the twelve months 
ending April 30, including gold exports, 
amounted to $248,894,549. The export 
movement of cattle to the United States 
has continued, some 5500 head being 
shipped from various points during the 
week of April 27, with new high prices 
being established at Winnipeg. In the 
first twenty weeks of the present year, 
cattle exports to the United States 
reached a total of 64,869 head, which 
the Department of Agriculture declares 
to be the heaviest export movement 
since 1929. In that year cattle exports 
amounted to 162,632 head. 

Ordinary Dominion Government 
revenues were up $1,400,000 over 
April, 1934. Considerably heavier in- 
come tax receipts will be reflected in 
the May statement. 


DEPOSITS HIGH, LOANS LESS 


The March bank statement showed 
notice deposits totaling $1,447,000,000, 
the highest since October, 1931. Cur- 
rent loans on the other hand gained 
less than normal for the season, and the 
“spread” between this item and de- 
posits is now the. largest in the history 
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of Canadian banking. Bank debits in 
April amounted to $2,366,000,000, as 
compared with $2,536,000,000 in April, 
1934, which latter showed a sharp ad- 
vance’ from $1,876,000,000 in April, 
1933. In the Bank of Canada state- 


ment gold holdings are unchanged, but 
notes in circulation are down by $7, 
000,000 since the middle of April. 


STRONG UPWARD SURGE OF 
BUSINESS 


HE Monthly Commercial Letter 

of the Canadian Bank of Com- 
merce for May says that general 
business activity in Canada has ex- 
panded, though the increase as a whole 
is of no more than seasonal propor- 
tions, in contrast with an abnormal up- 
swing a year ago. While a strong for- 
ward surge in certain branches of busi- 
ness has raised the general level nearly 
10 per cent. above that of the spring 
of 1934, a number of industries have 
for some time past found conditions less 
favorable than last year, and the ir- 
regularity mentioned in previous issues 
of the Letter as characterizing the op- 
erations of secondary industries’ still 
persists, though in smaller degree than 
was noticeable during the winter season. 
It was not to be expected that the 
economic revival which commenced in 
Canada over two years ago would con- 
tinue uninterrupted, particularly in the 
face of political unsettlement, nor was 
it probable that industries which had 
regained all or most of the ground lost 
in the acute depression period, and had 
therefore reached a normal or near’ 
normal position, would be able to ad- 
vance much further for the time being; 
in other words, their recovery having 
been rapid, subsequent progress would 
naturally be more gradual. Yet it was 
noted that there was a slight retrogres- 
sion in two important industries, for- 
estry and steel millings, during the first 
part of the year, notwithstanding a 
marked change for the better in the 
automotive. and associated trades and a 
comparatively good volume of new con’ 
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struction work undertaken. This anom- 
aly is only partly explained by in- 
clement winter weather in some impor- 
tant producing areas and deferred or- 
ders under governmental auspices for 
certain material, railway equipment for 
example. 


CONSTRUCTION INCREASING 


The past month has, however, re- 
versed this trend. New construction 
contracts awarded, though not exceed- 
ing those of April, 1934, were about 
one-third greater than in March of this 
year, a development which in itself may 
be regarded as offsetting a seasonal 
slackening in the automobile industry. 
Some improvement is reported in steel 
production as well as in forestry, al- 
though the overstocking of paper men- 
tioned last month has not yet been cor- 
rected and the newsprint mills are not, 
therefore, able to take full advantage of 
the seasonal increase in the demand for 
their product; the lumber industry, how- 
ever, has now offset the reduction in its 
cut during the January-February period, 
which fell to about 70 per cent. of that 
of the first two months of last year. 


BETTER AGRICULTURAL SITUATION 


It is clear that the stimulating forces 
which initiated the revival in business 
are no longer operative in the same de- 
gree as formerly, or that they have, for 
the present at least, spent themselves. 
But there is an element making for gen- 
eral improvement in a continued better 
agricultural situation, for not only has 
a higher farm purchasing power reflected 
itself in a moderate way in the produc- 
tion of farm equipment of various kinds, 
but the new crop outlook is more favor- 
able than in the spring of last year. 

For the first time in nearly a hundred 
years the United States is a net im- 
porter of wheat. This unusual situation, 
in conjunction with a small supply of 
coarse grains, has raised hopes that a 
new, large outlet would open for ex- 
portable surpluses of Canadian grains, 
particularly low-grade wheat. 
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The export of Canadian grains to the 
United States has been fairly substantial 
as compared with the previous year, but 
has failed to reach anything like the 
proportions predicted in certain quarters. 


UNITED STATES INCREASES 
PURCHASES 


‘HE Monthly Review of the Bank 

of Nova Scotia for April reports 

that in 1932, the low year of de- 
pression, total Canadian exports were 
valued at about $500,000,000. Two 
years later, in 1934, Canadian, sales 
abroad had increased to $660,000,000. 
In this expansion the British market 
played the leading part; sales to that 
country advanced from $178,000,000 in 
1932* to $270,000,000 in 1934. But 
the United States also increased her 
purchases of Canadian goods; from 
$163,000,000 to $223,000,000 over the 
same period. 

Measured in these terms, slightly less 
than three-fifths of the total recovery 
from the low point in export trade is 
attributable to increased sales to Great 
Britain. Somewhat less than two-fifths 
represents expansion in exports to the 
United States. 

Larger British purchases mainly con- 
sisted of base metals, hog products and 
lumber. Increased sales to the United 
States were, for the most part, in the 
form of whiskey, low grade wheat, nickel 
and wood products. 


FUNDS FOR INVESTMENT GROW 


AY Investment Suggestions of 
A. E. Ames & Co., Limited, 


states that the high-grade bond 
ner. The supply of funds available for 
market has withstood the  unset- 
tling and disturbing incidents of the 


*Exports to Britain reached their de- 
pression low point in 1931 at $172,000,000 
rather than in 1932. In the comparisons 
that follow, therefore, the place of the 
British market in the recent revival of ex- 
port business as a whole has been slightly 
understated. 
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past four months in a satisfactory man- 
investment continues to grow and it is 
noteworthy that recent issues of Do- 
minion guaranteed Canadian National 
Railway three-year and _ nine-year 
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bonds, yielding 2.25 per cent. and 3.20 
per cent. respectively and City of Ot- 
tawa bonds, yielding 17/, per cent. to 
3.45 per cent. have been rapidly 


absorbed. 


LETTERS TO THE EDITOR 


PROTECTIVE BANK SCREENS 


Editor THE BANKERS MAGAZINE: 

During an experience of many years 
I have specialized as an architect on 
bank building and bank equipment, 
and in the latter category, the banking 
counter and screen considered as a unit 
is one of the important items. 

The design of counter screens over a 
period of years has gradually developed 
from the heavily barred and _ wire 
screened high unattractive type, to lower 
types consisting principally of clear 
plate glass, and still later to the low 
type in which the protective feature 
consists of little more than a guard rail. 

During this same period it became 
more and more the custom, as the pro- 
tective features of the counter screen 
diminished, to increase protection in 
other forms, as, for example, the em- 
ployment of a relatively larger force of 
police officers in the public space, in- 
creased use of various electric day raid 
alarm devices, tear gas protection, day 
raid insurance, etc., etc. 

However, the appalling frequency of 
news reports of successful hold-up at- 
tacks on banks throughout the country 
testifies to the inadequacy of the present 
preventive measures employed. 

A new technique of protection and 
defense must be employed to match the 
offensive strength and tactics of the 
highly organized bands of desperadoes 
armed as many of them are with mili- 
tary type automatic sub-caliber machine 
guns and high power rifles. 


The new technique of protection and 
defense must not rely on electric day 
raid alarms or telephone connection with 
police headquarters, for wires can be 
cut, or their operation prevented by in- 
timidation, or by other failure in an 
emergency. 

The new technique must rely prin- 
cipally on three inherent preventive 
measures for protection and defense in- 
dependent of all electric devices. 

The three preventive measures are: 

(1) A counter screen of such special 
design that while it will permit free 
passage of light and air and permit free 
vision and conversation, it will at all 
times render all the occupants within 
the working space invulnerable against 
firearms attack or from danger of for- 
cible entry. 

(2) Entrance doors to working space 
back of counter screen of such special 
design and control that they are in- 
capable of admitting more than one un- 
accompanied person at a time. 

(3) Protected gun ports of such spe- 
cial design as will permit offensive meas- 
ures to be freely taken from within, but 
proof against gun-fire from without. 

These three preventive measures 
would make it impossible for the raiders 
to make contact with or intimidate the 
bank employes within the working 
space, and at the same time it would be 
clearly evident to the prospective at- 
tacking force that their position in the 
public lobby would be untenable. 

RoBERT HELMER. 
New York, May 15, 1935. 
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A MONTHLY REVIEW OF CURRENT ADVERTISING AND NEW 
BUSINESS EFFORT BY AMERICAN BANKS 


Edited by MatcoLtm Davis 


William Feather 
banks 


EAVEN knows that the 
have been battered and pum- 


meled so much since the depres: 
sion crisis of 1933 that it may not be 
good taste to take another crack at 
them as this time. 

“But I have a grievance that has been 
rankling me for twenty years, and an 
item in a recent issue of a bank periodi- 
cal has again brought it to the surface.” 

So writes William Feather in the 
May, 1935, issue of The William Feather 
Magazine which, as you probably know, 
is a unique and widely read little pub- 
lication distributed to customers and 
prospects of The William Feather Com- 
pany, Cleveland, Ohio. (“This com- 
pany does all kinds of Commercial 
Printing.”) Mr. Feather has the re- 
markable ability to write thought-pro- 
voking items about almost anything, as 
can be readily seen because he has just 
now provoked a few thoughts of our 
own—much to our surprise and delight. 
Unlike Mr. Feather, though, we're not 
going to wait twenty years to air our 
grief over his grievance as we haven't 
that much forebearance. What both- 
ered Mr. Feather for all these years was, 
to quote him fully and accurately, 
simply this: 


A TWENTY-YEAR-OLD GRIEVANCE 


“The official, who is the author of the 
article, points out that when a bank 
makes a loan it has a golden opportunity 
to obtain information that will produce 
new business for the bank at once or at 
a later date. 

“He says that the borrower should 
not only be told to bring his own account 


Airs a Grievance 


to the bank, if it is not already there, 
but also that he may be induced to 
bring in his savings, trust and safe de- 
posit business. If his collateral indicates 
that he is a heavy holder of stock in a 
local enterprise, he may be persuaded 
to help the bank to land the corporation’s 
account. His securities may indicate 
that he can use the services of the trust 
department in the handling of his in- 
vestments. He may be inspired to name 
the bank his executor in his will. Hav- 
ing been requested to tell about his life 
insurance, he may be sold an insurance 
trust. 
FORCED SALES 

“This high pressure salesmanship by 
bankers has always distressed me because 
I have never been willing to concede 
that a bank has any good reason to make 
the granting of a loan contingent on 
giving the bank additional business, or 
any business for that matter. 

“Other things being equal, a bank 
may confine its loans to its customers, 
provided enough customers seek loans to 
use up the surplus funds. 

“But other things are not always 
equal. Conceivably and even probably, 
eagerness for new business may make 
poor loans look good to officers who are 
compelled to sell the bank’s services. 
Furthermore, the borrower to whom the 
bank sells a full bill of goods is disposed 
when he is unable to furnish new col- 
lateral to support a sinking loan to use 
the bank’s salesmanship in reverse. This 
time it is the bank that must listen 
while the customer explains that he 
patronizes every department of the bank 
and that the bank is the executor of his 
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will and that he is therefore entitled to 
special consideration. Thus we get 
frozen loans which are often the life 
savings of scrubwomen. 

“Independent borrowers whose credit 
and collateral are good anywhere do not 
relish the idea that a bank is doing them 
a great favor when it lends them money. 
To their mind, lending money is a busi- 
ness no different from selling shirts. 

“Haberdasheries, by the way, are an- 
other spot where they try to sell too 
many different items to a customer. Un- 
like the banks, however, they don’t re- 
fuse to sell you a shirt unless you also 
take a tie. 

“This may be heresy, but in my 
opinion bankers might learn something 
for their own good by conducting their 
loan department along the lines pursued 
by stockbrokers. The broker lends his 
customers’ money without demanding 
their exclusive personal business or their 
grandfathers’ or cousins’ business.” 


GRANTED—WITH QUALIFICATION 


We will grant that there is a certain 
amount of marrow in the bone which 
Mr. Feather has to pick. Recollections 
of some of the plain and fancy high- 
pressuring of the fall-up-and-go-boom 
days are pretty horrible and quite pos- 
sibly the horror of these recollections is 
the hidden seed which, now in full 
bloom, causes Mr. Feather to take issue 
with the efforts of today’s bankers to 
merchandise their services. His points 
regarding the unhappy predicament of 
the borrowers who are first squeezed 
into the bank and then frozen there are 
probably accurate in some cases. But 
we wonder how widespread this squeez- 


ing and freezing process is. 


THE SQUEEZING PROCESS 


Let’s look at the squeezing part. A 
bank, first of all, is supposed to make 


money. It makes money by offering a 
variety of services which are used by 
the public at a fair price and which bring 
a fair profit to the bank. Its services 
cover more ground and have more 


variety than, say, the stockbrokers of 
whom. Mr. Feather speaks. Each of the 
bank’s services has its characteristic ad- 
vantages. The problem of the bank is 
to acquaint its customers with these serv- 
ices in such a way that it is giving each 
customer a banking connection adequate 
and appropriate to the customer’s needs. 


MUTUAL KNOWLEDGE HELPFUL 


Naturally a banker wants to know as 
much about his borrowers as he can. 
That 1s often helpful to both parties. If 
a man keeps his account at one bank, 
does his borrowing at that bank, main- 
tains his safe deposit box at that bank, 
and even buys a life insurance trust at 
the same bank, what has he lost? We 
don’t see that he has lost anything. In 
fact it would seem that he had gained 
quite a bit. In the first place he has 
gained some saving of time because he 
can take care of a great many items in 
one fell swoop. Then, too, the more 
familiar he becomes with various bank 
services, the more he can consider the 
bank an integral part of his daily life. 
If he is assured that those services are 
offered at a fair price, the more services 
that he uses the more he helps his bank 
to be profitable—and, being profitable, 
the safer and better it is as a place in 
which to keep his money. 

From the banker’s viewpoint, the more 
services that he can “sell” to a customer, 
the better he will understand that cus- 
tomer’s needs and the better he can un- 
derstand the customer himself. After 
all, if one is in the business of lending 
money, it would seem logical to know as 
much about the borrower as is possible 
and we're sure that before Mr. Feather 
extends credit to some of his own cus- 
tomers, he does a considerable amount 
of investigating himself. 


BAD SELLING AND GOOD 


What Mr. Feather takes exception to 
is undoubtedly the type of selling that 
one so often meets in some of the chain 
cigar or drug stores. It’s often difficult 
to buy a package of cigarettes without 
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buying, either in desperation or self 
preservation, some razor blades or shav- 
ing soap as well. Besides such minor 
nuisances and sales irritants, there are 
also those lusty purveyors of gold bricks 
and such who seem forever to be with 
us. We agree with Mr. Feather on this 
score, but even so we can't quite see 
the advantage of a man’s having a safe 
deposit box in one bank, a life insurance 
trust in another, some credit at a third, 
and a savings account at a fourth. If 
the bank in which he has the safe de- 
posit box is well managed, there should 
be no harm in pointing out to Mr. Man 
the convenience of having a savings ac- 
count in the same bank. Ditto with the 
line of credit and even the life insurance 
trust. 
PRINTING 


The William Feather Company, 
printers and publishers, advertise on the 
back cover of The William Feather 
Magazine, that it is equipped to handle 
“Catalogues, Folders, Booklets, Bulle- 
tins, Publications, Trade Papers, Maga- 
zines, Price Lists, Broadsides, Pamphlets, 
Circulars, Reports” and offers in addi- 
tion, “Day and Night Operation.” In 
all likelihood if one of Mr. Feather’s 
customers issues a magazine which Mr. 
Feather prints, and if the customer has 
someone else do his direct mail work, 
and someone else again printing its cata- 
logues, reports, and what-nots, Mr. 
Feather would probably go to that cus- 
tomer and say: 

“Look here, Jim, we’ve done business 
together for some time and know eac 
other well enough to have a little con- 
fidence between us. You've got a dandy 
magazine and we do a good job printing 
it. Now, we're set up to do just as 
good a job on your circulation work, and 
on those book catalogues of yours, and 
on your promotional literature. I'm sure 
we can meet the price of the other com 
panies handling this outside stuff of 
yours. Why not consolidate the whole 
works under our roof where we can get 
a complete picture of what you're try- 
ing to do and possibly help you in co- 
ordinating your efforts. Also there’s an 


added convenience in the fact that any 
time you come over to our shop you can 
see how everything is coming along right 
then and there—and if something isn’t 
right, you can come direct to me and 
we'll set it right.” 


PRINTING 


Under such circumstances, which 
aren't unusual either in printing or 
banking, Mr. Feather’s customer would 
probably concede the logic of Mr 
Feather’s arguments. Nor has Mr. 
Feather sullied himself with the sheep's 
clothing of the gold brickers or with the 
nuisance value of the poor sales clerks 
eternally parroting their suggestions. No, 
Mr. Feather has made an offer which 
holds an advantage to himself and an 
advantage to his customer. Chances are 
he has made a “sale.” The only high 
pressure he has used is the high pres- 
sure magnetism with which a sane and 
sensible idea attracts a sane and sensible 
mind. If methods like this can be ap- 
plied to a business and eliminate in- 
efficiency, waste, and misunderstanding, 
why can’t they be applied to banking? 


AND BANKING 


LET THE LOAN OFFICER WORRY 


Mr. Feather is worried about the fact 
that in the eagerness for new business 
poor loans may look too good. Accord- 
ing to recent and confidential Washing- 
ton advice poor loans aren't looking 
good enough right now, but that’s be- 
side the point. The bald truth of this 
matter is that if enough loans aren't 
made bank earnings drop, and if too 
many poor loans are made, bank earn- 
ings drop—and the directors, and stock- 
holders put the loaning officer on the 
mat in no time at all, and the loaning 
ofhcer knows all this when he makes a 
loan. So, squeezed between these two 
fires the chances are that he'll make as 
many good loans as he can, and if he 
doesn’t it’s that ol’ debbil Human Equa- 
tion again. 

As for the 


reverse 


salesmanship, 
whereby the bank listens to the cus- 
tomer reciting all the bank’s services he 
uses and thus doesn’t call the loan thus 
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causing scrubwomen eventually to lose 
their savings. It seems to us that if the 
bank knows all about the customer— 
and the more dealings the customer has 
with the bank the better the bank can 
get to know said customer—then the 
chances are that the bank will be able 
to decide better whether to carry the 
customer through a particularly low 
period or whether to call the loan and 
possibly wreck the customer’s business 
entirely. This latter process throws 
scrubwomen, office boys, secretaries, 
salesmen, and so on out of their jobs 
and into the cold and cruel world where 
they will have to live on their savings 
until they find other employment—and 
that, these days, is difficult unto death 
for savings accounts. 

No, we'd rather deal with a bank 
which we knew all about and which 
knew all about us. We would prefer to 
have our bank tell us about its services, 
especially if we did not understand all 
of them. We'd rather have their ofh- 
cers and employes alive to merchandis- 
ing possibilities and keen and eager to 
present their services. For if our bank 
wasn't interested enough in what it had 
to offer to interest us in making as much 
use of its facilities as our circumstances 
permitted, we'd be inclined to think 


that perhaps some other bank was more 
alive to profit possibilities and it would 
seem that profitable banks were good 
ones to deal with. At any rate we'd 
rather take our chances with a bank that 
could merchandise its banking from A 
to Z rather than one that, for fear of 
losing its dignity or something by “‘sell- 
ing” us a few of its services (which 
perhaps we would find most convenient 
if we understood them), sat back and 
watched the world go by. 


AGREEMENT AT LAST 


The William Feather Magazine is in- 
deed a most thought-provoking little 
publication—so much so that it provoked 
us to an unwonted long-windedness, for 
which our apologies. At any rate, it 
was a bit of a novelty to find someone 
tossing a few bricks at banks for being 
too forward in their selling while most 
everyone is tossing bricks because they 
aren't forward enough. Mr. Feather’s 
article, as he published it, didn’t quite 
fil’ up his final page, and he ran a little 
“filler” after the article which said, 
oddly enough, “We're through worry- 
ing—how about you?” Well, Mr. 
Feather, guess we might just as well quit 
worrying, too. 


Cross-Section 


rolled 49,385 members with $3,001,000 sub- 


Illustration: 


A pen and ink sketch of two men chatting 
on a street corner. 


Copy: 


‘““How’s business?” 
““Well—I won't say we haven't been wor- 
ried.” 


“All ironed out?” 

“Look’s pretty good. Talked it over with 
our bank. They helped us work out a 
financing program. Right now, we're in a 
better position than for years.” 

“Let's see—-you bank at—” 

“Central United National Bank.” 


Signature: 


Central United National Bank of Cleve- 
land. 
* o£ & * 
One year Washington, D. C., banks ad- 
vertised Christmas Clubs individually, en- 


scribed. Aggregate advertising cost $6000. 
The next year a co-operative campaign was 
run which enrolled more than 60,000 who 
subscribed $4,500,000. Advertising cost, 
$1280. In 1934 another co-operative cam- 
paign featured the Better Housing Program 
for two weeks in October. Since then ap- 
proximately $450,000 of such loans has been 
made. The advertising cost $3000. 


The above condensations were culled 
from a few of the examples cited by 
Eliot H. Thompson, publicity manager 
of the WASHINGTON LOAN AND TRUST 
Company, Washington, D. C., in an 
article “Co-operative Advertising by 
Banks” published in the Executives 
Service Bulletin of the Metropolitan 
Life Insurance Company. Flash! Flash! 








































Flash! Non-advertising bankers Awake! 
Advertising pays, pays, Pays! (Apol- 
ogies to Gertrude Stein, and all adver- 
tising banks.) 

Talk about your Daily Dime Savers. 
Here’s the general idea of the one which 
Kenneth M. Murchison of the CENTRAL 
SaviNGS BANK, New York City, sent 


us. 

SOME SUGGESTIONS FOR SAVING 
Sports Advancement Vacation Education 
Youngsters Opportunities Unemployment 

Retirement 
Doctors Insurance Marriage Enjoyment 
Emergencies Amusements Clothes Home 
Dependents Auto Yuletide! 
Travel 
As they appeared in the “saver” the 


first letters in each word read across 
(come now, you do it, too) spell “SAVE 
YOUR DIME EACH DAY!” Out- 
side of the first letters, which in the 
original made the horizontal reading 
quite obvious, each word spelled itself 
across the little bridge that holds coins 
in their places in similar contrivances. 
The rest of the “saver” illustrates the 
banking office, explains the general idea, 
and includes a deposit slip. We shall 
hang onto Mr. Murchison’s Daily Dime 
Saver for our personal use and herewith 
ask our subscribers to please send in 
anything that they may have along this 
line, likewise for personal use (and, to 
mix business with pleasure for the bene- 
fit of this department as well) as that 
vacation item looks pretty good to us 
just at this moment. 

Mary, a pretty telephone operator, 
who lived a normal life and dressed 
well, just couldn’t save even though she 
did escape getting into debt. One day 
her salary was cut two dollars a week, 
and when a friendly department man- 
ager learned of this he said, in part: 

‘““Mary, you were pretty sure you couldn't 
save anything on your former salary. . 
but if you had saved that two dollars a week 
you could now draw from your bank ac- 
count two dollars each week, and in that 
way make your weekly income the same as 
twee... 

“If the boss can take two dollars a week 
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from your pay envelope, and put it into his 
pocket or into the business, you cculd just 
as easily have taken the same amount out, 
yourself, and put it into your own savings- 
bank account.” 


This gave the young lady something 
to think about and on the reduced salary 
she did start saving because, as she put 
it, “you never can tell when the boss 
might find it necessary to cut me again.” 

Truth is stranger than fiction and 
the above happens to be a true story 
which was included in a booklet, “The 
Glorious Privilege,” combined with 
other pungent arguments on the how, 
why, when, and where of saving—the 
“where” in this case, being the WIL- 
LIAMSBURGH SAVINGS BANK, Brooklyn, 
New York (by mail or in person). 
Straight savings advertisements included 
coupons offering this booklet to the pub- 
lic—the many who took advantage of 
the coupon found it well worth their 
while as the booklet smartly illustrated 
made profitable reading. 
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BUSINESS BRIEFS 


NEW BLOOD 

Failures declined, the number of new com- 
panies increased and new blood pulsed in the 
arteries of Milwaukee business last week— 
per Dun & Bradstreet. 

WORK WANTED 

Like men, money must work to earn its 
keep. Bank dollars are hunting for jobs. 
The First Wisconsin invites applications for 
sound, self-liquidating loans. 

PERMIT PEAK 

Setting a new peak for the year, building 
permits for fifteen homes were issued in Mil- 
waukee last week. 

WHAT PRICE GLORY? 

Direct cost of U. S. participation in the 
World War, before the peace treaty: Over 
26 billion dollars. And since the treaty: Al- 
most 29 billion. 

8 ouT OF 10 

More than 80 per cent. of 
in Wisconsin carry 
the First Wisconsin. 

* * * 


all the banks 


Milwaukee accounts at 


The above were selected more or less 
at random from four of a series of ads 
one column wide by about fourteen 
inches long. The series, headed “Busi- 
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ness Briefs” has many a fascinating item 
whose interest is both timely and long 
lasting. In each of these four, Mil- 
waukee or the First WIsconsIN Na- 
TIONAL BANK or both were mentioned. 
In all of them, one pen and ink sketch 
illustrated the copy. This series, by the 
way, is getting a darned good reception. 
Why? Because it has something that 
folks like to read. Elementary, my dear 
Watson, but try and do it yourself some- 
time. 


* * 


““Acme Steel Goods Co. 
6 per cent. bonds, Series “A’—Mar. 1, 


“American Chain Co., Inc., First Mtge. @ 
Collateral Trust 6 per cent. bonds, Apr. 1, 
1938. 


First Mortgage 
1943. 


“Annapolis & Chesapeake Bay Power Co., 
First Mtg. 6 per cent. bonds, Series ‘A’ 5% 
per cent. bonds, Series “B’ and *C’.” 


“American Machine & Foundry Co., Se- 
cured 6 per cent. bonds, Apr. 1, 1939. 
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These are but four of the hundred 
some odd securities called for redemp- 
tion between Jan. 1 and May 1, 1935, 
as listed in a folder issued by the Fipet- 
iry UNION Trust CoMPANY, Newark, 
New Jersey, and backed up by news- 
paper advertisements pointing out that 
“Over 4 Billions!” in securities have 
been called during this period and that 
many miilions (in the past) of secu- 
rities called for payment before ma- 
turity have not yet been paid because 
their owners failed to present promptly 
the bonds called for payment. Besides 
listing the securities themselves, the 
folder showed the amount of each issue, 
its date of publication, date of redemp- 
tion and price. It’s really quite a list, 
and between it and the ad a strong de- 
sire probably arose in many a wonder- 
ing mind to accept the bank’s sugges- 
tion, “We will gladly check your bond 
list.” 


Sidelights and Shadows 


WENTY country weeklies in 
Georgia and South Carolina have 
been running a series of articles 
on co-operative marketing written by 
Lee S. Trimble, vice-president of the 
Georgia Railroad Bank and Trust Com- 
pany, Augusta, Georgia; short, concise, 
valuable, these articles please the sub- 
scribers and the editors besides bringing 
good-will and publicity to the bank. 
. $3,000,000 worth of forged checks 
were exhibited by the American State 
Savings Bank, Lansing, Michigan, un- 
der the supervision of the National 
Surety Corporation which ought to 
make the good people of Lansing care- 
ful. . . . For ten years the Lake City 
Bank Review, published monthly by the 
Lake City Bank and Trust Company, 
Lake City, Michigan, and edited by the 
bank’s officers, has been a good-will mes- 
sengér offering to that community help- 
ful suggestions in the handling of money 
and in meeting business problems; happy 
birthday and one to grow on. 


The March 4, 1935, statement of the 
Union Trust Company, St. Petersburg, 
Florida, published the figures on its trust 
department as well as its banking de- 
partment; and why not, it’s called a 
trust department, isn’t it? . . . Unusual, 
too, are the ads of the International 
Trust Company, Denver, Colorado, 
which tell about actual cases, dates, 
figures and all, of various accounts for 
which the bank acted as trustee; nothing 
succeeds quite like success... . The 
Bank of Winona (Mississippi), cele- 
brating its golden anniversary, published 
its March 4 statement in letters of gold 
—gold ink on white paper; if you can’t 
have a gold standard, you might as well 
have a standard in gold. . . . Wash- 
ington’s “Continentals” were starving 
in 1780 and to supply them with ra- 
tions the Bank of Pennsylvania was 
founded, and out in Kansas, the Na- 
tional Bank of Topeka parallels this ex- 
ample with its service in its own com- 
munity and winds up, “Our pride in 





ADVERTISING AND PUBLIC RELATIONS 


the part we play is your greatest safe- 
guard”; well worth thinking about, 
too. S 

On April 8-10, visitors to the new 
banking rooms of the Peoples National 
Bank, Lexington, Virginia were pre- 
sented with a rose plant in observance 
of the bank’s thirty-first anniversary 
and in honor of their president, William 
M. McElwee, who has been with the 
bank all that time; quite an idea, that, 
of celebrating anniversaries and such by 
giving flowers to others rather than re- 
ceiving a lot yourself-——if banks would 
do more nice things like this, the world 
in general would look lots rosier 
(oops!). . . . Account No. 738, was 
opened in The Bank for Savings, New 
York City, in August, 1819, for the 
amount of $15—no more money was 
ever deposited but the pass book was 
presented for the entering of interest 
today the balance is $3388.85; a very 
interesting method indeed of stressing 
the age of the bank and telling the story 
of savings. . A pair of trousered 
legs, a pair of feminine feet on tiptoes, 
trim ankles and the tip of a skirt—a 
collection of traveling bags—a wistful 
dog on a leash, looking upwards—thus 
are fond good-byes suggested and the 
value of Bank of America Travelers 
Cheques (“Safer than cash.” “Accept- 
able anywhere.”) presented in a poster 
104 inches by 35 inches. ; 

Welcome to W. W. Evans, vice- 
president and cashier of the First Na- 
tional Bank, Halfway, Oregon, who is 
a brand new member of the FAA— 
Halfway has a population of 351 per- 
sons—Mr. Evans makes all the loans, 
keeps the general books, waits on cus- 
tomers, cleans the cuspidor, washes the 
windows, and his assistant cashier keeps 
quite busy doing the rest of the work; 
and hats off to Mr. Evans who, besides 
his varied duties, has time to consider 
his flock and to think enough of what 
his community thinks of banking to 
spend $24 a year for an FAA member- 
ship so as to give them the benefit of 
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public relations ideas that are new, fresh 
and bright. . . . Speaking of the FAA, 
its 1935 convention will be at Atlantic 
City during September 9, 10, and 11, 
providing stimulation for tired minds 
and relaxation to tired bodies. 

You wouldn’t think that money needed 
any advertising, would you, but money’s 
a funny thing especially when it’s for 
sale—hard-to-sell things need advertis- 
ing—witness a few bank ad headings: 
“Loans to Stimulate Industrial and 
Commercial Activity,” Members Dis- 
trict of Columbia Bankers Association 
... “There’s No Mystery About a 
Bank Loan,” Camden Safe Deposit and 
Trust Company . . . “Lending,” First 
National Bank in Spokane . . . “Rea- 
sons Why We Have Money to Lend,” 
Citizens National Trust and Savings 
Bank . . . “Money Is the Merchandise 
on Our Shelves,” Industrial Trust Com- 
pany. . . . While we're on the sub- 
ject of headings, here’s one that inter- 
ests us particularly: “Samples of Your 
Current Advertising Will Receive a 
Cordial and Courteous Reception,” THE 
BANKERS MAGAZINE at 185 Madison 
Avenue in the City of New York... . 


_— 
2) 


THE PROBLEM OF RECOVERY 
THE problem of recovery is not one of 
finding ways to put out more money 
and pile up more credit in the banks, 
but of eliminating the obstacles— 
psychological or actual, publicly im- 
posed or privately imposed—that are 
holding back business and preventing 
business men from using the vast 
amount of credit already at their com- 
mand.—National City Bank Letter. 


MORE GOODS, LOWER PRICES 


More goods at lower prices, not fewer 
goods at higher prices, is the only 
logical and socially defensible goal of 
an age of science, technology and power 
production.—Dr. Glenn Frank. 
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BOOK REVIEWS 


FOREIGN BONDHOLDERS AND AMERICAN 
STATE Depts. By Reginald C. Mc- 
Grane. New York: The Macmillan 
Co. $4.00. 

Ir is particularly interesting and sig- 

nificant to have this history of American 

state debts—with some observations 
from the standpoint of the foreigner-—- 
appear at this time. We find ourselves 
looking upon the defaults of our foreign 
debtors very much as foreigners re- 

garded our defaults a little less than a 

century ago. The attitude frequently 

adopted at that time in this country in 
regard to these debts and the reasons 
advanced in defense of the defaults 
sound very similar to some of those ad- 
vanced by our debtors today. 

“We can never admit the doctrine 

. that a state which had once 
pledged its faith and its resources is at 


liberty, on the mere plea that its en- 
gagements are irksome and inconvenient 
or even oppressive, to relieve itself of 


them by making a sacrifice of its 
creditors. .. . We protest, too, ear- 
nestly against the doctrine that innocent 
holders of the genuine public securities 
of a country can be justly made to suf- 
fer for the fraud or negligence of the 
officers, whom the Government, in its 
uncontrolled discretion, may have em- 
ployed in the transaction of its busi- 
ness. . . . By far the larger portion of 
us are persons in the middle ranks of 
life—officers on half-pay, superannuated 
clerks, retired tradesmen living on small 
means, aged spinsters, widows and or- 
phans, many of whom have invested 
their all in the purchase of your secu- 
rities, at high prices, and now depend 
for their subsistence, some even for their 
daily bread, on the good faith of your 
people.” 

These are not words addressed by a 
bondholders’ committee to a _ Latin- 
American republic but are from a me- 
morial addressed to Edward Everett, 
then United States Minister in England. 

728 


A perusal of this volume should aid the 
reader in comprehending better both 
sides of the question of our defaulted 
foreign bonds at the present time, and 
promote a more philosophical attitude 
toward the problem which they create. 

This book is, withal, an excellent his- 
tory of the defaulted debts of our 
American states, both those which were 
cured, wholly or in part, and those which 
still remain as an enduring blot upon 
our financial escutcheon. It is written 
with authority and is well documented 
but in spite of the weight of the ma- 
terial, it is most readable for any one 
who has an interest in the subject which 
is both important and timely at the pres- 
ent moment. 


One Hunprep Per CENT. Money. 
By Irving Fisher, LL.D., Professor of 
Economics, Yale University. New 
York: An Adelphi Publication. $2.50. 

At first glance bankers will be shocked 

at the proposal that their required re- 

serves should be increased from 10 per 
cent. to 100 per cent. But if they con- 
cede Professor Fisher’s premises, they 
will become of a calmer frame of mind, 
for he tells them that they will not be 
merely as well off but in a better situa- 
tion than they are with the present re- 
serve requirements. In a general way 
what Professor Fisher proposes is that 
the present earning assets of the banks 
(at least to the extent that they are 
represented by demand deposits) be 
taken over by a currency commission, 
which would pay to the banks the funds 
needed to bring their reserves up to the 
full 100 per cent. Alternatively, the as- 
sets might merely be credited to the 
banks. One way in which the banks 
could, at present, reach 100 per cent. 
reserves would be by selling $10,000,- 

000,000 of Government bonds, thereby 

foregoing some $300,000,000 of annual 

interest, which could be more than bal- 
anced by a service charge for each in- 
dividual checking account. 

Professor Fisher has long advocated 





. .. in the management of the bank’s earning assets 
lie possibilities for either success or failure. . . 


LOSSES 


IN BANK EARNING 


ASSETS 


The Problem and How To Meet It 


By FREDERICK MUELLER, Jr. 


@ Losses in the earning assets of banks have been largely responsible for the 
late-lamented banking crisis and for the large number of bank closings which 
were reported annually prior to that event. Bank closings have been caused 
not so much by the increased cost of bank operation as by heavy losses in the 
bond and loan accounts. 


@ Recognizing the importance of the handling of the “earning assets” in success- 
ful bank management, Frederick Mueller, Jr., has made this analytical study of 
the problem and in this book he presents the facts and his conclusions. He has 
observed bank policies as to the investment of the earning assets during the past 
decade and has traced the results of such policies as revealed in the figures of 
losses in both the investment and loan accounts. 


@ Bank executives who wish to check their own experience with that of banks in 
general—who would compare their own policies with general banking trends— 
will find this book of great value and interest. 


@ To examine a copy without obligation, fill out the coupon below. 


APPROVAL ORDER COUPON 


BANKERS PUBLISHING COMPANY 
465 Main STREET, CAMBRIDGE, Mass. 


You may send me on 5 days’ approval a copy of “Losses in Bank Earning Assets” 
by Frederick Mueller, Jr. At the end of 5 days I will either send you my check 
for $3 or return the book. 
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a stabilized dollar, or as he styles it “a 
market-basket dollar, and he offers the 
100 per cent. reserve plan as further 
designed to effect monetary and busi- 
ness stability. All the claims and im- 
plications of this book could hardly be 
adequately dealt with without writing a 
volume of similar length to the one un- 
der review. The author has made a 
thorough study of many of our bank- 
ing problems, and whether his views 
will receive general acceptance among 
bankers or not, they are presented with 
great lucidity and evidences of strong 
conviction of their correctness. 


JORDAN ON INVESTMENTS. By David F. 
Jordan. New York: Prentice-Hall, 
Inc. 3rd Revised Edition, $4.00. 


THIs volume is a recent revision of the 
well known and justly popular treatise 
on investments by Professor David F. 
Jordan of New York University. 
Originally written in 1919 and revised 
in 1924, the present edition has been 
prepared in the light of recent develop- 
ments in the financial world to as re- 
cent a date as the middle of 1934. It 
gives consideration, therefore, to the ef- 
fect on investment problems and policies 
of the Securities Act, the Securities Ex- 
change Act, the Municipal Bankruptcy 
Act, the Railroad Bankruptcy Act, the 
Corporate Bankruptcy Act, the Farm 
Relief Act, the Home Relief Act, the 
new Banking Act and the Public Reso- 
lution abrogating gold payment clauses 
in bond indentures. 

These acts have profoundly affected 
investment policies which is the sub- 
ject matter of this volume, and hence 
have necessitated the revision in part 
of the discussion contained in the earlier 
editions and in part the addition of 
new material. Professor Jordan has 
made the revision with the skill and 
intelligence which those familiar with 
his previous writings would naturally 
expect. 

The revision maintains the position 
of this book not only as one of the best 
but also as one of the most up-to-date 
of the elementary yet comprehensive 
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manuals dealing with this subject. While 
U. S. Government bonds now hold a 
dominant position in the investment 
portfolio of banks, the time will come 
again when the banker must give re- 
newed consideration to the increased 
use of other types of securities in their 
account. This volume will form a use- 
ful guide to him in formulating con- 
structive investment policies in regard 
to general market issues. 


MONETARY POLICY AND ECONOMIC 
STABILIZATION. By Arthur D. Gayer. 
New York: The Macmillan Co. $3.00. 


EcoNomIc stability is studied through 
the gold standard in this book. The 
functioning of the monetary mechanism 
in the United States and Great Britain 
since the war is analyzed, with stress 
laid on the interaction of “monetary” 
and “non-monetary” factors. 

The author, who is a lecturer in eco- 
nomics in Columbia University, New 
York, critically appraises the various 
alternative courses open to this country 
and the world, reaches concrete conclu- 
sions, and offers specific suggestions for 
future policy. His points are argued 
concisely and with a logical sequence 
that the reader can easily follow. For 
those who are interested in studying 
current monetary problems and eco 
nomic trends the book should add in- 


teresting viewpoints. 


EXPERIMENTS IN CREDIT CONTROL. 
THE FEDERAL RESERVE SYSTEM. By 
Caroline Whitney. New York: 
Columbia University Press. $3.75. 


Tuis careful study of the functioning 
of the Federal Reserve System, from the 
end of the World War to the present, 
sheds light on the reasons for the failure 
of the System to control the credit sup- 
ply of the country, and prevent finan- 


cial crises. The author, on the basis of 
the data she has compiled, suggests what 
might be done to make credit control 
more effective. She suggests a policy 
that would result in smaller banking 
operations, but believes that small size 
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will be amply compensated for by high 
quality. 

Members of the Faculties of Business 
and Political Science of Columbia Uni- 
versity assisted in the preparation of the 
manuscript of this book, and members 
of the Banking Seminar conducted by 
Professor H. Parker Willis gave the 
author helpful criticism. 


BANKING IN INpIA. By S. G. Panan- 
dikar. London: Longmans, Green & 


Co. Ltd. 


AN authoritative and exhaustive in- 
quiry during 1929-31 into banking in 
India made available an enormous 
amount of technical material which the 
author of this book has endeavored to 
put into simple language for the benefit 
of those interested in the subject. Im- 


portant developments in Indian banking 
which have taken place since the in- 
quiry are also covered. 

The chapter headings show the com- 
plete scope of the book: Progress in In- 


dia; Rural Finance, Money Lenders and 
Indigenous Bankers, Co-operative Bank- 
ers and Land Mortgage Banks, Com- 
mercial Banks, Loan Offices, Nidhis, 
Chit Funds and Government Tagavi 
Loans; Financial Needs of Non-Agri- 
culturists; Post Offices, Government 
Loans, Stock Exchanges and Insurance 
Companies; Commercial Banking, In- 
dian Joint Stock Banks; Financing of 
Foreign Trade, Exchange Banks; Fi- 
nancing of Industries; Imperial Bank of 
India; Relations between the Parts of 
the Money Market and Banking System 
in India; The Reserve Bank of India; 
Regulation of Banking; Saving and In- 
vestment; Education in Banking. 


THE FUTURE OF GOLD. By Paul Einzig. 
New York: The Macmillan Co 
$2.00. 

ALL the important factors that are 

likely to influence the price of gold and 

of gold shares, both in the short run 
and in the long run, are examined by 

Dr. Einzig in this volume. He attempts 

to answer the questions that arise daily 

to thousands of investors, and others 


concerned with the price of gold. He 
deals with various popular fallacies that 
exist on the subject, such as the idea 
that a devaluation of the franc would 
cause a fall in the price of gold, or that 
a glut of gold after stabilization would 
result in a slump in gold and gold 
shares. 

According to Dr. Einzig, “until 1931, 
when Great Britain departed from the 
gold standard, the man in the street was 
entirely indifferent towards the discus- 
sions that took place among experts on 
the gold problem.” The popular inter- 
est aroused since that time shows an 
important change in the mind of the 
public, who now want to know as much 
as possible about gold and the gold 
standard. 


THE EXCHANGE EQUALIZATION 
COUNT. By N. F. Hall. 
The Macmillan Co. $3.00. 


THE Exchange Equalization Account 
was established in Great Britain in 
1932. Mr. Hall, the author, is an au- 
thority on this subject, and a senior lec- 
turer on political economy at Univer- 
sity College, London. Since the insti- 
tution and operation of the Account 
has become the subject of considerable 
controversy and discussion not only in 
England, but in the press and legisla- 
tive assemblies in the United States, the 
author examines in this book some of 
the most important developments in 
monetary affairs since its establishment. 
He first explains the organization of 
the Account, and devotes several chap- 
ters to the effects which its operations 
have had upon the foreign exchanges 
since 1932, as well as an examination 
from a fresh point of view of British 
monetary policy in the post-war period 
He also discusses the possible future or- 
ganization of the Bank of England. 


Ac- 
New York: 


STRAIGHT THINKING. By William J. 
Reilly. New York: Harper & Broth- 

$1.75. 

“STRAIGHT THINKING” is written in 

terms of solving business problems. Mr. 


ers. 





BANK ADVERTISING PRODUCTION 


By an Advertising Production Man 


This book is a complete treatise on the mechanical details with which the 


bank advertising department is concerned. 


It covers such matters as the 


preparation of copy; the buying of printing; the selection of art work; de- 
ciding upon cuts and engravings; various methods of graphic reproduction; 
selection of paper, etc. Every banker who has anything to do with the ad- 
vertising of his bank should read and refer to this very useful book. 


Price 


$1.50 


BANKERS PUBLISHING COMPANY 
465 MAIN STREET, CAMBRIDGE, MASS. 


Reilly, now on the sales staff of the 
American Weekly, and formerly a di- 
rector of market research with the 
Erickson Company, and a member of 
the sales research staff of Procter & 
Gamble, writes in a chatty manner. On 
the theory that every business man has 
certain real problems, the right solution 
of which means more profits gained 
through sound methods, he endeavors to 
show how to go about solving a prob- 
lem in an accurate way. 

Step by step processes of typical busi- 
ness problems are stated and illustrated. 
Mr. Reilly gives a good portion of his 
book to telling why we don’t think 
straight, and then proceeds to point out 
how to make precise observations. Then 
comes defining the real problem and con- 
sidering possible solutions. The next 
step is to secure evidence on solutions, 


and finally to draw conclusions. 
steps are helpfully elaborated. 


BOOKS RECEIVED 


THE SMALL LOAN RACKET. By Charles 
Corzelle. South Bend, Ind.: The 
Mirror Press, Inc. $2.00. 

As there is no work of a similar char- 

acter, this expose of the small loan 

racket is of interest. 


INSURANCE AGAINST CreEpiIT Risks. By 
Elia M. Shenkman. London: P. S. 
King & Son. 15 shillings. 

THE first systematic study of this sub- 
ject published in English. It deals with 
theoretical principles and business or- 
ganization of private and state insurance 
against credit risks in the foreign trade 
of seventeen countries in Europe and 
overseas. 


a ae ae a a ae 





IN THE MONTH’S NEWS 


BRIEF ITEMS FROM THE NEWS ABOUT BANKS AND BANKERS 


Reading for Profit 


The. Bank Man, published by the Chicago 
chapter of the American Institute of Bank- 
ing, made a check on the magazine section 
of the chapter library, and found that a 
considerable number of their members were 
consistent readers of banking literature. 
They say: “It is inspiring to know that 
strictly of their own volition and because 
they like to do it, the people in the bank- 
ing business are keeping abreast of the 
rapid developments affecting their profes- 
sion. . . We suggest that every magazine 
reader, or in fact every bank man, read at 
least one financial magazine regularly. Get 
acquainted with the editor and the eon- 
tributors and their various schools of 
thought. It will open your eyes to what to 
many is now a closed book.” 


Convention Connings 


The Kansas Bankers Association elected 


as their new president Harry A. Bryant, 


president Parsons Commercial Bank; vice- 
president, R. C. Clevenger, president Fourth 
National Bank at Wichita; executive vice- 
president, W. W. Bowman, vice-president 
National Bank of Topeka; secretary, Fred 
M. Bowman, Topeka; and treasurer, R. A. 
Dunmire, cashier State Bank of Springhill. 


find 
& 


Orval W. Adams, vice-president of the Utah 
State National Bank, Salt Lake City, and 
chairman of the bank management commis- 
sion of the American Bankers Association, 
has agreed to stand for election to the of- 
fice of second vice-president of the A. B. A. 
at New Orleans. 


fe) 
@ 


The newly elected president of the Mis- 
souri Bankers Association is Carl W. Allen- 
doerfer, vice-president First National Bank 
of Kansas City. Other officers elected are: 
vice-president, F. Lee Major, vice-president 
Boatmen’s National Bank of St. Louis; 
treasurer, Charles A. Wisdom, eashier 
Farmers & Merchants Bank at Greenridge. 
6 
A joint convention of the Missouri Bankers 
Association and the Kansas Bankers Asso- 
ciation is to be held in 1936 in the new 
Convention Hall in Kansas City. 
—o— 
The need of preserving the state banking 
System as a protection against “obnoxious 
Federal bureaucratic control,” was stressed 


by H. A. Brinkman, president of the Illi- 
nois Bankers Association, in his opening 
address at their convention. Mr. Brinkman 
is vice-president of the Harris Trust & 
Savings Bank of Chicago. 

Seis 
Charles R. Bell, president of the Commer- 
cial National Bank at Anniston was elected 
president of the Alabama Bankers Associa- 
tion. Second vice-president is now H. A. 
Pharr, vice-president and trust officer of 
the First National Bank of Mobile. 

a 
The convention of the Savings Banks As- 
sociation of the State of New York will be 
in Buffalo on September 26-27. Although 
the convention has usually been held in 
New York City, the change of location was 
thought desirable for this year. 

ae 
The South Dakota Bankers Association 
invited members to their convention by 
sending a “Banker-o-gram” in a special yel- 
low envelope with window, and folded like 
a telegram, but four times its size. 

—~@— 
S. Nirdlinger, executive vice-president of 
the First Galesburg National Bank & Trust 
Company at Galesburg, is the new presi- 
dent of the Illinois Bankers Association. 
T. E. McNamara, cashier of the Union Na- 
tional Bank at Streator, is the treasurer; 
and Frank C. Rathje, president of the 
Chieago City Bank & Trust Company, was 
elected vice-president. 

ie 
The bankers of North Carolina elected 
C. T. Leinbach, vice-president of the Wa- 
chovia Bank & Trust Company of Winston- 
Salem, as their new association president. 

—o— 
“The time may come when we will thank 
God we have a state banking system to 
turn to,” said M. L. Breidenthal, president 
of the Kansas Bankers Association, in his 
opening address, stressing the importance 
of preserving state systems. Mr. Breiden- 
thal is president of the Security National 
Bank of Kansas City. 


—@)— 


B. J. Carter, Jr., president of the Merchants 
& Farmers Bank at Meridian, was elected 
president of the Mississippi Bankers Asso- 
ciation. The new vice-president is George 
C. Wallace, vice-president of the Capital 
National Bank at Jackson. Conwell Sykes, 
vice-president of the Bank of Clarksdale, 
is now treasurer. 
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J. J. Hamre, president of the Farmers & 
Merchants Bank of Arnette, has been 
elected president of the Oklahoma Bankers 
Association. M. L. Stockton, president of 
the First National Bank of MeAlester, is 
the new vice-president. 
—)— 

“The banks of North Carolina are in an 
excellent condition,” declared Millard F. 
Jones, president of the bankers association 
of that state, when addressing the annual 
convention. Mr. Jones is vice-president and 
cashier of the Planters National Bank & 
Trust Company of Rocky Mount. He said 
further that, “The Federal Deposit Insur- 
ance Corp. has rated every imsured bank 
in North Carolina as a number one bank, 
and this is the only state in which all banks 
are given this high rating.” 


Savings Banks Ass’ns 


The newly elected president of the Na- 
tional Association of Mutual Savings Banks 
is Robert C. Glazier. He is president and 
trustee of the Society for Savings, the 
largest savings bank in Connecticut, estab- 
lished in 1819. 

—@— 
H. J. Staples, chairman of the committee 
on extending the mutual savings bank sys- 
tem, submitted a report to the annual con- 
vention which detailed the difficulties of 
expanding these banks in the United States. 
The report suggested that the best way to 
make progress is to draw up a model say- 
ings bank law so that it can be used in 
attempts to get mutual savings bank legis- 
lation passed in states which do not have 
mutuals at present. 

—@©— 
Carl M. Spencer, president of the Home 
Savings Bank of Boston, and also presi- 
dent of the Massachusetts Savings Banks 
Association, was chosen vice-president of 
the National Association of Mutual Savings 
Banks. 

—@©— 
The New Jersey Savings Banks Associa- 
tion elected G. Hayes Markley, controller 
of the Howard Savings Institution in New- 
ark, as their new president. The meeting 
was the largest ever held, attended by 165 
bankers, including the new Bank Commis- 
sioner, Carl K. Withers. 


Anniversaries 


Joseph S. Norton, who entered the Mer- 
chants National Bank of Mobile as a run- 
ner, has just celebrated his twenty-fifth 
year of service as assistant vice-president. 


Samuel C. Iddings, chairman of the board 
of the Second National Bank at Warren, 
Ohio, at 80 years of age, is beginning 56 
years of service in the bank. 

—©— 
During the 40-year period of banking, 
which the Central National Bank & Trust 
Company of Des Moines is celebrating, its 
deposits increased from $4331 to $2: 
000,000. 

—o— 


The Wyoming National Bank of Casper 
is celebrating its twenty-second year. Dur- 
ing this period the bank has had only one 
president, Bryant B. Brooks. The anni- 
versary of the bank recalls the fact that 
since Casper has been settled no one has 
lost a cent in local banking, a record be- 
lieved to be unusual. 

The seventieth anniversary of the First & 
Merchants National Bank of Richmond, 
Va., the oldest financial institution in that 
city, is being celebrated. One of the treas- 
ures of this bank is the signature of Gen. 
Robert E. Lee, who was a depositor. 


~@— 


Charles W. Keplinger, vice-president of the 
First Trust & Savings Bank at Canton, 
Ohio, is in his fifty-sixth year of banking 
service. His banking activity began with 
the old Isaac Harter & Sons Bank. 
—@o— 

Seventy-one years at the same _ location 
is a business record seldom heard of now- 
adays in New York City. That is the ree- 
ord of the Central Savings Bank, for on 
May 12, 1864, it moved into the old Napier 
House at the southeast corner of Fourth 
avenue and 14th street, where the bank’s 
downtown office is still located. The Napier 
House was demolished and replaced by a 
new building in 1872. This building still 


stands as the home of the Central Savings 
Bank. 


: 


—@©— 
The Hotel Statler in Buffalo was the scene 
of the fiftieth anniversary of the Bank 
Officers Association of the City of Boston, 
which now has 2040 members. Wilbur F. 
Lawson, vice-president of the First Na- 
tional Bank of Boston, served as president 
for the past year. Herbert E. Stone, vice- 
president of the Second National, talked on 
“Fifty Years of Progress of the Asso- 
ciation.” 
—o— 
The Tercentenary of Connecticut, now be- 
ing celebrated, is the reason for the issu- 
ance by the Bridgeport-City Trust Company 
of a series of historical brochures. The 
first, which is a tribute to Roger Ludlow 





IN 


as “Father of Connecticut, Father of Fair- 
child County, and Father of Connecticut 
Jurisprudence,” is prepared in a_ typo- 
graphical style simulating the quaint art 
of the colonial New England print shop. 


Branch Banking 


“T believe in a state-wide or a regional 
branch banking,” Governor Eccles said at 
the hearing for the banking bill. His plans 
would make the twelve Reserve regions the 
basis of the control. He declined to say 
thatesuch provisions should be placed in the 
bill, pointing out that it is a disputed mat- 
ter, involving the controversial question of 
state rights. 

——— 
The First National Bank of Birmingham, 
Alabama, has taken over as its branch the 
Fairfield-American National Bank. A bill 
recently passed by the legislature permits 
bank affiliates to become branches by an 
exchange of stock. 

soe 
Fred B. Keeler has been installed by the 
First National Bank at Portland, Oregon, 
as manager of their branch recently opened 
at Stayton. This makes the eleventh 
branch of the First National outside the 
city of Portland. 


New Quarters 


The Merrill Anderson Company, New York 
advertising agency,-has moved its offices to 
305 East 46th street. It has been ap- 
pointed advertising agency for the Fidelity 
& Deposit Company of Maryland; the 
First National "-ank of Glens Falls; and 
Improved Risk Mutuals, a group of fifteen 
fire insurance companies. Cary F. Denny, 
formerly of the Geyer-Cornell Company, 
has recently joined The Merrill Anderson 
Company in copy and contact work. 
—@— 

The Federal Reserve Board, through Dr. 
Adolph Miller, has announced that Paul P. 
Cret, of Philadelphia, has been selected as 
the architect for its new building. The 
jury choice was made on the basis of de- 
signs submitted by nine architects. It is 
understood that work on the plans will be 
started immediately. 


Institute of Banking 


Paul J. Seltzer, of the American Security 
& Trust Company, has been elected first 
vice-president of the Washington chapter of 
the A. I. B. William H. Laughlin of the 
Washington Loan & Trust Company is sec- 
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THE author of this new thought- 
provoking pamphlet believes 
that this country will never have 
an efficient banking system until it 
is recognized that ‘*banking”’ and 
‘*financing’’ are two entirely sepa- 
rate functions. The remedy is to 
to take the investment business 
from the banking business. Ia this 
monograph he explains exactly how 
his plan would operate. 


Price 50c 
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Bankers Publishing Company 
465 Main Street 
Cambridge, Mass. 


ond vice-president; Joseph R. Fitzpatrick 
of the Second National Bank is treasurer. 
—@©— 
The Rochester chapter of the A. I. B. has 
elected Arthur B. Weston, assistant secre- 
tary of the Lincoln-Alliance Bank & Trust 
Company, as its new president. 
—@©— 
Hal L. Stiles, assistant cashier and chief 
clerk of the United States National Bank 
at Portland, Oregon, and national executive 
councilman of the American Institute of 
Banking, together with J. J. Gard, comp- 
troller of the bank, will be the only two 
from the Pacific Northwest to attend the 
Institute’s Graduate School of Banking at 
Rutgers University, New Brunswick, N. J. 
—@©— 


Dutton Stahl, assistant trust officer of the 
Iowa-Des Moines National Bank & Trust 
Company, is the new president of the Des 
Moines chapter, A. I. B. 


Banking Act Controversy 


With an attack upon the Banking Bill of 
1935, the Guaranty Trust Company of New 
York opened the campaign of bankers to 
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oppose the new legislation as it was passed 
last month by the House of Representatives. 
In a statement to stockholders sent out by 
William C. Potter, chairman of the board, 
the bank assails the bill as opening the 
road to inflation, and declares it would 
make inflation “more inviting, more dan- 
gerous and more imminent.” The Guar- 
anty’s action was taken in banking circles 
as the first important move in the change 
of tactics from conciliation, in the hope of 
obtaining concessions through persuasion, 
to forthright and vigorous denunciation of 
the proposed bill. It was followed by the 
testimony of leading bankers, including 
Winthrop W. Aldrich, chairman of the 
Chase National Bank, before the Senate’s 
sub-committee in Washington, which dis- 
closed in plaih language strong banking 
opposition to certain sections of the 
measure. 

—©— 
The Bankers Trust Co. of New York has 
mailed to shareholders a letter summarizing 
the 1935 banking bill and stating its ob- 
jections to Title I and Title II of the bill. 
The letter says: “The matters which we 
desire to bring to your attention are con- 
tained in Titles I and II of the proposed 
legislation. Title I has to do with perma- 
nent Federal Deposit Insurance and Title 
II proposes fundamentah changes in the 
Federal Reserve Act. The enclosed 
pamphlet deseribes in some detail the im- 
portant provisions of these titles which we 
believe vitally concern your interests. Our 
objections to Title I are that it provides 
no termination to Federal bank deposit in- 
surance and that it imposes an assessment 
which would greatly endanger the efforts 
of bankers to build up the capital funds of 
their banks for the protection of depositors. 
In our opinion deposit insurance is wrong 
in principle because it encourages unsound 
banking, and is unfair in application be- 
cause it penalizes the well-managed bank.” 

—o— 
Harold Stone, president of the Onondaga 
County Savings Bank of Syracuse, N. Y., 
warned members of the Syracuse chapter 
of the A. I. B. against indiscriminate criti- 
cism of New Deal policies, in an address at 
the twenty-third annual dinner of the or- 
ganization. Mr. Stone explained that there 
are many provisions in recent banking leg- 
islation to which he is opposed, but main- 
tained that young bankers should not fail 
to see the better features of the legislation. 

—@©— 
Resolutions passed by the Illinois Bankers 
Association in their final session con- 
tained a protest against the requirement 
for enforced small bank membership in the 
Federal Reserve System in order to qualify 


for FDIC participation. Titles I and III 
of the proposed 1935 banking act were en- 
dorsed “substantially, with the exception of 
the FDIC assessment rate which, it was re- 
solved, should be 1/16% rather than 3% 
and optional rather than mandatory upon 
the board.” Title II, it was stated, would 
make into law principles “inimical to the 
best interests of our citizens.” Delay and 
study were urged. “We are unalterably 
opposed,” ran another resolution, “to Gov- 
ernment ownership of any of the stock of 
the Federal Reserve banks.” 


© 


Declaring that the proposed banking act 
now before Congress would bring about 
“complete political domination of commer- 
cial banking,” the committee on finance and 
currency of the Chamber of Commerce of 
New York has made public an interim re- 
port attacking features of the measure 
which it held would undermine the sound- 
ness of the banking business. 

a 
Closing their 45th annual convention, the 
Arkansas Bankers Association went on ree- 
ord as unanimously favoring a resolution 
opposing Section 2 of the Banking Act 
of 1935. 2 

—@©— 
Postmaster General James A. Farley, 
through his assistant, Clinton B. Eilen- 
berger, who isin immediate charge of postal 
savings banks, has presented to Senator 
Carter Glass a protest against any curbing 
of the postal savings system. 

=a 


At the Kansas convention 
resolutions were adopted: 

1. Reaffirming adherence to the unit and 
dual system of banking. 

2. Opposing political control of the Fed- 
eral Reserve System. 

3. Advocating 1/16 of 1 per cent. as an- 
nual premium for the FDIC. 

4. Favoring the centering of all examina- 
tions of national banks in one Federal 
agency. 

5, Advocating repeal of the Postal Savy- 
ings Act. 

6. Against branch banking. 

7. In favor of the establishment of a 
department of State police. 

—@-- 


Legislation prohibiting further deposits 
in the postal savings system was urged 
as an aid in recovery for the country bank 
as an independent factor in its community’s 
growth, by the resolutions of the Illinois 
Bankers Convention. 
—@— 

James H. Perkins, chairman of the National 
City Bank of New York, urged that Title 


the following 


~ 
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II not be enacted at this session of Con- 
gress, but be held over for more considera- 
tion. He approved the enactment of Titles 
Ll and III, as they stand in the Senate bill. 


At the Missouri bankers’ convention resolu- 
tions were adopted recommending that the 
FDIC assessment should not be more than 
1/16 of 1 per cent., that state banks should 
not be forced to join the Federal Reserve 
System and advocating that Title II should 
not be passed at this session of Congress. 
—@©— 


A recommendation that all members of the 
Chamber of Commerce of the United States 
urge rejection by Congress of the adminis- 
tration’s omnibus banking bill was con- 
tained in a letter sent out recently by Har- 
per Sibley, president of the organization. 
He asserted that Title II of the measure 
would change the original purpose of the 
Federal Reserve System which was to meet 
the requirements of industry and commerce. 


©— 
Aside from their inability to acquire sat- 
isfactory earning assets because of the lack 
of borrowers, the bankers of Cheyenne, 
Wyoming, seem to be feeling pretty well. 
There is little dissatisfaction expressed with 
the proposed Banking Act of 1935. 


State Legislation 


The proposal to establish a state central 
bank, with the State of Minnesota chipping 
in $2,000,000, died in the house committee 
on banks and banking of the state legis- 
lature. 


The first legislative act in the United 
States to protect private issuers of financial 
paper against forgery and counterfeiting 
was signed by Governor Lehman of New 
York recently. This bill adds to the list 
of criminal offenses the engraving or mak- 
ing of counterfeit travelers’ checks, money 
orders, warehouse receipts and every other 
form of commercial paper. It is an amend- 
ment of the old criminal law “in relation 
to forgery in the second degree.” An en- 
tirely new section has been included, adding 
the possession of spurious documents “for 
purposes of uttering” to the other crimes 
contained in the section. This bill was 
sponsored by the Commercial Crime Com- 
mission of New York through its legislative 
counsel, Malcolm S. MeNeal Watts, who 
drafted the amendments. “This is the first 
effort to deal with counterfeiting which, 
due to the inadequacy of existing laws, has 
heretofore been ‘legitimate.’ It is a start 
toward the elimination of spurious financial 
paper. There is a large amount of such 





Sorting checks, vouchers, stock sheets and 
other papers in banks is a big problem. These 
Rod-Lock Sorter Boxes come singly, and can 
be made into small units in the bank by 
unskilled labor. Each box is standard check 
size. The material is substantial weight sheet 
steel, free from rough edges. They are far 
superior to the wooden sorting boxes which 
warp, break or develop splinters; and are less 
expensive than the old-fashioned steel boxes 
that could not be altered to fit changing needs. 
Labels are protected and cleaning is easy. 


paper in circulation today. The counter 
feit stock of one large corporation in 18 
months has traveled from coast to coast 


and turned up in a dozen states.” 
(e) 


© 
The Ohio Senate passed a biil to tighten 
up regulations of banks relating to invest- 
ments and loans; a bill to permit banks to 
do special plan banking; and amended a 
bill authorizing fiduciaries to invest in ob- 
ligations of the Federal Loan Bank and 
HOLC. 


—~® 


Governor Hoffman of New Jersey has 
signed a bill creating a banking advisory 
board of eight members. He also signed 
four other banking measures. One allows 
banks to take their own stock as security 
for loans and to hold the stock beyond the 
statutory one-year period. Another grants 
to trust companies the same privilege. A 
third bill relieves banks of the necessity 
of giving security for deposits where the 
FIC has insured such funds. Another 
measure extends to trust companies the 
same privilege. 
—® 

A bill which provides means for savings 
banks to have a mutual organization to fur- 
nish member banks with funds in times of 
stress was passed by the Connecticut Sen- 
ate. Industrial banks are allowed to lend 
to residents of other states, with certain 
limitations, under the terms of another bill 
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which was passed. Another bill enables 
state banks and trust companies, savings 
banks and industrial banks to use the Fed- 
eral Housing Act in making mortgage loans 
up to 80 per cent. of the appraised value of 
the preperty. Another bill allows banks 
and trust companies and savings banks to 
invest in first mortgages of real estate and 
to increase present loans for alterations. 

8) 
The Olson Bill, designed to bring certain 
school savings funds within the protection 
of the state public deposits insurance law, 
has been signed by the governor of Wis- 
consin. 

ma 


Governor Lehman of New York has 
approved a bill amending the bank law and 
civil practice act, by authorizing deposits 
in an industrial bank, by an executor, ad- 
ministrator, trustee or guardian named in 
a will or appointed by court on the filing 
of a copy of the will or court decree. 


8 - 


Farmers will save many thousands of 
dollars due to changes in chattel mortgage 
laws and amendments enacted in 1934 and 
1935 by 26 states, according to the results 
of a survey by the Farm Credit Adminis- 
tration. States which have enacted rem- 
edial legislation are: Indiana, Illinois, 
Michigan, Kansas, New York, New Jersey, 
New Hampshire, Maine, Massachusetts, 
Rhode Island, Vermont, Pennsylvania, Mary- 
land, Delaware, Virginia, West Virginia, 
North Carolina, South Carolina, Kentucky, 
Louisiana, Idaho, Montana, Oregon, Nev- 
ada, Colorado and New Mexico. Similar 
legislation is pending in other states. 


—@©-— 


The committee of banking institutions on 
taxation, which comprises representatives 
of national and state banks, trust compa- 
nies, and private banking institutions, held 
its seventeenth annual meeting in New York 
City in May. The objects of this organiza- 
tion are to co-operate in assisting in the 
administration of tax laws, to disseminate 
among its members information pertaining 
thereto, and to act as a clearing house for 
communications from Federal and state tax 
authorities. 


Interest Rates 


A trend toward lower interest rates has 
been followed by Iowa banks until some 
are not paying any interest at all on sav- 
ings accounts, according to a recent survey. 
Bankers state this situation is caused by 
large cash surpluses on hand for which 
there is no demand in sound loans. At 
least four or five such instances have come 
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to the attention of Frank Warner, seere- 
tary of the Iowa Bankers Association, who 
stated, however, that the association tries 
to discourage non-payment of _ interest. 
“Even a low interest rate will not have the 
bad effect on overcoming years of educa- 
tion in thrift that no interest at all will 
have,” he said. He also expressed fear that 
banks will discourage savings until, when a 
demand for money appears, banks will not 
be able to supply that demand from sav- 
ings accounts. 
— = 


The following banks in Philadelphia have 
reduced their interest on savings deposits of 
under $1000 from 24 per cent to 2 per cent.: 
Girard Trust Co., First National Bank, Fi- 
delity-Philadelphia Trust Co. and Provident 
Trust Co. Other commercial banks are 
expected to announce reductions, but the 
mutual savings banks have given notice 
that they will not reduce their rate. 


—@— 


A reduction from 3 per cent. to 24 per cent. 
as the rate paid by mutual savings banks 
has been announced by three savings banks 
of Lowell, Mass., and it is expected that 
other banks in that city will take like ae- 
tion when their interest payments become 
due. Massachusetts laws require that sav- 
ings banks must obtain permission from 
the bank commissioner before dividends 
may be cut below 3 per cent. and this per- 
mission has been granted in the case of the 


three local banks. 
= 


The National Shawmut Bank of Boston 
has put into effect a schedule calling for a 
2 per cent. interest rate on the first $5000 
in a savings account and 3 of 1 per cent. 
on the second $5000 in the same account. 
Previously the rates were 23 per cent. and 
1 per cent., respectively. On all amounts 
in existing accounts over $10,000 the bank 
will now pay } of 1 per cent. against a 
rate of 4 of 1 per cent. previously paid. 


—@©— 


The Chicago Clearing House Association 
has announced that banks there are discon- 
tinuing the payment of interest on money 
deposited for less than six months. The 
step was taken when funds began to arrive 
from New York following similar action 
there. Advisability of reducing the present 
2 per cent. interest rate on savings deposits 
was discussed without action. It is reported 
that no such action will take place before 
July 1, which means that the present rate 
on savings will be maintained at least until 
the end of the current year. 


—@— 


Banks of Newark, N. J., are not con- 
templating elimination of interest on time 
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deposits on new accounts, according to a 
statement by R. W. Lynn, manager of the 
Newark Clearing House Association. 
=~ 

The Milwaukee Clearing House has an- 
nounced that, effective June 1, or July 1, 
its members would reduce interest on sav- 
ings deposits to 14 per cent. 


Advancements 


James L. Fozard has been elected a vice- 
president of the Manufacturers Trust Com- 
pany of New York. 
ie 

Bruce H. Quackenbush has been appointed 
assistant secretary of the First Trust & De- 
posit Co. at Syracuse, N. Y. He has been 
associated with the trust department of the 
bank for seven years. 


fa’ 
—@® -— 


John F. Dawson, formerly an assistant vice- 
president, has been appointed cashier of 
the First National Bank of Denver, at Den- 
ver, Colorado. Lee C. Ashley, John B. 
Welborn and Clayton O. Floyd were named 
assistant cashiers. 

=e 
W. Ashby Millican has been advanced to 
vice-president and controller of the Liberty 
National Bank & Trust Co. at Louisville, 
Ky. Fred H. Strobel was advanced to 
cashier, and Arthur T. Raeuchle was named 
auditor. 

=o— 


Herbert S. Scott has been appointed auditor 
of the First National Bank at Pittsburgh. 
He was formerly the head of the bank’s 
analysis department. 

aaa 
The Colorado National Bank of Denver 
has appointed two additional vice-presidents 
in anticipation of increased business. They 
are George B. Berger, Jr., and George 
Klein. 

<= 


James M. Decker has been appointed as- 
sistant vice-president of ‘the Mercantile- 
Commerce Bank & Trust Co. at St. Louis, 
Missouri. 


—@©— 


A new assistant vice-president has been ap- 
pointed by the National City Bank of New 
York. He is Arthur F. Thompson, formerly 
head of the Government bond department. 


—@— 


Robert A. Anderson succeeds to the presi- 
dency of the Southern Bank & Trus:; Com- 
pany at Richmond, Va. A. W. Maynard, 
a director, has been named vice-president. 
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The South Texas National Bank at San 
Antonio has recently appointed Harris Mc- 
Ashan an assistant cashier. He is the son 
of S. M. McAshan, president of the South 
Texas Commercial National Bank at 
Houston. 


Honors to Bankers 


J. Lionberger Davis, president of the Se- 
curity National Bank, Savings & Trust Co. 
at St. Louis, Mo., has accepted membership 
on the board of trustees of Antioch Col- 
lege, Ohio. 

es 
Leo Pera, of the foreign department of the 
Fifth Third Union Trust Co. at Cincinnati, 
has been appointed new Italian Consul in 
that city. 

= 
George P. Thompson, assistant vice-presi- 
dent of the Whitney National Bank at New 
Orleans, La., has been chosen to represent 
the New Orleans Board of Trade, Ltd., on 
the Public Belt Railroad Commission. He 
served on the bridge commission of the 
Public Belt Railroad from 1916 to 1932. 

—o— 
Carl W. Ullman, president of the Dollar 
Savings & Trust Co., at Youngstown, Ohio, 
has been elected a member of the National 
Council of the National Economic League 
to represent Ohio. 

—@— 
Frederick D. Whitney, vice-president of the 
Lincoln-Alliance Bank & Trust Co. of Roch- 
ester, has been elected president of the 
Rochester Ad Club. 

i 


At a meeting of the Corporate Fiduciaries 
Association of Chicago, Arthur T. Leonard, 
vice-president of the City National Bank 
and Trust Co., was elected president; Har- 
old Eckart, vice-president and secretary of 
the Harris Trust & Savings Bank, vice- 
president; and Lewis L. McArthur, Jr., 
vice-president of the Northern Trust Com- 
pany, secretary and treasurer. 


Changes 


The new president of the Ohio Citizens 
Trust Company of Toledo is A. G. Brown. 
Mr. Brown is a former president of the 
Indiana Bankers Association, and more re- 
cently was president of the Federal Land 
Bank and of the Federal Intermediate 
Credit Bank at Louisville. 
gn 

John Colt, a former state commissioner of 
finance and chairman of the New Jersey 
Emergency Relief Administration, has been 
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elected president and director of the Second 
National Bank and Trust Company of Red 
Bank, N. J. This bank is the largest in 
its county. 
—© 

Charles B. McGowan has assumed his new 
duties as vice-president and assistant trust 
officer of the Blackstone Canal National 
Bank at Providence, R. I. He was formerly 
European trust officer for the Bankers Trust 
Co. of New York with offices in Paris. 


—@— 


The Florida National Bank & Trust Com- 
pany of Miami has Leonard A. Usina as 
its new president. 

e 


George S. Sutton has been made assistant 
eashier of the First National Bank in 
Dallas, Texas. 

—© 
The City Deposit Bank & Trust Co. of 
Pittsburgh has elected Frederick G. Black- 
burn as its new president. 


—© 


A new active vice-president has been ap- 
pointed by the City National Bank of Hous- 
ton, Texas, in S. Marcus Greer. 


=O 


Gerald S. Varnum, vice-president of the 
Fort Greene National Bank in Brooklyn, 
N. Y., has been elected a member of. its 
board. Frank A. Lotsch was made vice- 
president and cashier, as well as a member 
of the board, at the same meeting. 






Directorates 


The board of trustees of the Bank for Sav- 
ings, New York’s oldest savings bank, has 
elected S. Sloan Colt, president of Bankers 
Trust Co., a member of the board. 


—@-- 


John Frederick Davis has been elected to 
the board of the First National Bank at 
Omaha, Nebraska, to fill the vacaney created 
by the death of his grandfather, the late 
F. H. Davis. He is a son of T. L. Davis, 
president of the bank. 


—e i 


The new Pierce-Arrow Motor Corporation 
has chosen Charles H. Diefendorf, executive 
vice-president of the Marine Trust Company 
of Buffalo, as one of its directors. 
— 

The Washington Loan & Trust Co., at 
Washington, D. C., unanimously elected 
Judge John Rutherfoord a director of their 
board. Since his retirement after a long 
and distinguished career as a judge of the 
Cireuit Court of Virginia, Judge Ruther- 
foord has. made his home in Washington. 
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Federal Reserve Changes 


Jay E. Crane, deputy governor of the Fed- 
eral Reserve Bank of New York in charge 
of foreign functions, has resigned to be- 
come assistant treasurer of the Standard 
Oil Co. of New Jersey. 


—@— 


The new managing director of the Cin- 
cinnati branch of the Federal Reserve Bank 
of Cleveland is Benedict J. Lazar, formerly 
cashier. 


—@)—- 


William G. McCreedy, formerly comptroller 
of the bank, has been appointed assistant 
deputy governor of the Federal Reserve 
Bank of Philadelphia. 


—_@ = 


The public relations staff of the Federal 
Reserve Board has been augmented by the 
appointment of Ben P. Adams, formerly of 
the Literary Digest, to serve as publie re- 
lations counsel for the New York Federal 
Reserve area but answering to the Federal 
Reserve Board in New York. Mr. Adams 
is technically the assistant of Elliot L. 
Thurston, who was appointed chief of pub- 
lic relations. It is foreseen that, under 
modern procedure of competent press 
agents, much adverse criticism will be 
forestalled and it is hoped that the Fed- 
eral Reserve Board and System will be 
popularized. 


Personal Loan Service 


Immediate inauguration of a new loan 
service by the California Bank of Los An- 
geles will make personal loans for qualified 
individuals available at all of the bank’s 
fifty-four offices, according to a _ recent 
announcement by W. H. Thomson, ex- 
ecutive vice-president. The personal loans 
will be made in amounts of from fifty to 
one thousand dollars at reasonable interest 
rates, repayable in twelve monthly, twenty- 
four semi-monthly, or fifty weekly deposits 
to an interest-bearing savings account, the 
fund thus accumulated retiring the loan at 
maturity. F. M. Magee, vice-president, will 
be in charge of the bank’s new personal 
loan department. 
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The Manufacturers Trust Company of. New 
York has also inaugurated a personal loan 
service. Applications for loans will be 
considered in amounts from $60 to $2000. 
The discount rate on notes for such loans 
will be 6 per cent. per annum. Repayment 
will be required in monthly installments 
over the period of a year, and these pay- 
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ments will be deposited in a thrift account 
where interest will be paid at the prevailing 
rate of the bank on thrift accounts, this 
interest to be credited to the borrower. 


—@©— 


“Seventy-two . per. cent. were loans of 
$1000 or less,” the American National Bank 
of Nashville, Tennessee, tells its reading 
audience in a newspaper advertisement in 
answer to the headline question: “But 
what about the little man?” 


Reconstruction Finance 


The Reconstruction Finance Corp. made 
commitments to banks and trust companies 
during March of $17,509,737, according to 
its report to Congress. Total commitments 
were $40,339,664 and repayments were $46,- 
682,732, indicating approximately $6,000,- 
000 on its credit side. In addition to the 
commitments to banks and trust companies, 
$10,000,000 was subscribed to the new RFC 
Mortgage Co., $6,764,771 for industrial 
loans and $3,142,500 for subscription to 
preferred stock and capital notes of banks. 
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Bankers were chided for lack of real es- 
tate lending at the convention of the na- 
tional savings banks by Earl B. Schwulst, 
president of the RFC Mortgage Corp. Mr. 
Schwulst emphasized the effect of this lack 
upon unemployment in the heavy industries 


field. 
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Plans for the liquidation of closed banks 
and the moderate costs of liquidation were 
stressed by Comptroller of the Currency 
J. F. T. O’Connor, in his address to the 
Kansas bankers. “A plan has been worked 
out between Jesse Jones, chairman of the 
RFC, and this bureau for the completion 
of the liquidation of receivership banks 
with assets valued at $30,000 or less,’ Mr. 
O’Connor said. “Under this plan, the re- 
maining assets of a trust are pledged to 
the RFC as security for a termination loan. 
The receiver distributes the proceeds of the 
loan to the depositors and sells the equity 
in the remaining assets, subject to the loan 
from the RFC, to a depositors’ committee 
for a nominal consideration. The receiver 
is then discharged and the RFC proceeds 
with the liquidation of the assets until its 
loan has been: fully repaid. Any remaining 
assets are returned to the depositors’ com- 
mittee for final liquidation and distribution 
to the depositors. Considerable progress 
has been made in the execution of this plan 
and it is expected that several hundred 
trusts will be disposed of in this manner 
within the next few months.” 


Federal Housing 


Up to May 1, the Bank of America, San 
Francisco, had made housing loans in the 
total amount of $5,667,000. According to 
bank officials, 55 per cent. of this amount 
has been paid for labor engaged directly 
in building, repairing and modernizing 
California homes. An additional amount 
went to pay for the labor required to pro- 
vide the materials and supplies used in con- 
struction. Commenting on the showing, 
L. M. Giannini, president of the bank, said, 
“Our survey shows that through housing 
loans made by our bank, 3,564,000 man- 
hours of employment have been created. 
This is particularly gratifying to us, as one 
of Bank of America’s principal considera- 
tions in engaging in statewide activities in 
co-operation with the Federal Housing Ad- 
ministration was to stimulate employment 
as the principal necessity for business re- 
covery.” 
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The Governor of New York State has ap- 
proved a bill permitting FHA loans. It is 
relative to powers of corporations and _ pri- 
vate bankers, subject to the banking law, 
with respect to loans and investments se- 
cured by real property mortgages eligible 
for insurance under the National Housing 
Act. 

—® 
Gordon K. Cunningham, assistant vice- 
president of the Bank of America N. T. & 
S. A. at San Francisco, has been appointed 
by the bank to have supervision of the 
Federal housing loans in the department 
of Northern California. The bank antici- 
pates that 30-odd million dollars in such 
loans will be its share in this area. 
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The Marquette National Bank, of Minne- 
apolis of which Ralph W. Manuel is presi- 
dent, has adopted the so-called “Kentucky 
Plan” of handling for its small correspond- 
ent banks FHA modernization loans which 
they do not wish to carry. This plan, first 
used by the First National Bank of Louis- 
ville, gives the country bank making the 
loan a percentage of the interest income 
for negotiating it, but absorbs the risks of 
loss in the city bank’s volume of FHA in- 
sured loans. The larger the volume of these 
loans which a bank makes, the less likeli- 
hood that single defaults will exceed the 
insurance fund guarantee of 20 per cent. 
of the gross of the loans. The Marquette 
National Bank ranks twentieth in the banks 
of the country in the volume of its FHA 
loans. Correspondent banks are given 15 
per cent. of the interest income of the FHA 
loans which they turn over to the Marquette 
National. 
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A new service in the form of a trust agree- 
ment, under which the trusteed funds are 
invested in 5 per cent. mortgages insured 
by the Federal Housing Administration, is 
being advertised by the Hudson County Na- 
tional Bank in Jersey City, N. J. The 
service is available to anyone with $5000 
or more to invest. “Such mortgage invest- 
ments are particularly desirable for the in- 
vestment of trust funds,” the copy states, 
“because, if the interest, taxes and principal 
installment payments are not made promptly, 
the Federal Housing Administration will 
substitute for such mortgages, 3 per cent. 
bonds unconditionally guaranteed as_ to 
principal and interest by the United States 
Government.” 


Constructive Opinions 


“Through a well-planned program of 
constructive customer relations it is en- 
tirely possible to promote a strong public 
opinion that will not only approve and sup- 
port sound bank management, but will ac- 
tually demand it of every bank in the 
country,” said Robert M. Haines, president 
of the Wachovia Bank & Trust Co. of Win- 
ston-Salem, before the Georgia bankers. He 
urged a better public understanding of 
banks as an antidote to unsound legislation. 
“A manufacturer seeking wider distribution 
of his product, first of all checks that prod- 
uct to see that it meets the highest stand- 
ards of quality and appearance. Likewise, 
the banker must be sure that his product 
is right before he attempts to sell it to the 
public. His must be the type of institution 
that courageously adopts and consistently 
follows sound banking principles; the type 
where loose methods and loose policies are 
not countenanced, the kind of bank that 
offers the public a safe place to deposit its 
money. It must be a bank that is ready 
at all times to care for the reasonable credit 
requirements of the community, to provide 
for its customers adequate and efficient 
banking facilities, and one that realizes a 
reasonable profit from these operations. Un- 
less the management of the bank can assure 
the community that a sound and profitable 
institution is being operated, all efforts to 
sell that institution to the community on a 
permanent basis must necessarily fail.” 
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If every banker had positive assurance 
that his bank would be held up by bank 
robbers within the next fifteen minutes, 
there would probably be no bank robberies. 
This was the contention made by J. Howard 
Gage, cashier of the Farmers & Merchants 
National Bank at Carlinville, Illinois, 
speaking before the Illinois Bankers Con- 
vention. He laid down three rules to be 
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followed to protect against bank robbery. 
First,. to remove the incentive for bank at- 
tacks; second, to protect the bank -prem* 
ises, and third, the use of a generous amount 
of every-day “protective common sense.” 


Recovery Write-Ups 


Bank deposits in the Ninth Federal Reserve 
District (Minneapolis) increased during 
1934 more than in any other calendar year 
since 1919. 
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Charles Parker, president of the Federal 
Land Bank of Berkeley at Oakland, Cali- 
fornia, reports crops and range conditions 
in California and Arizona the most favor- 
able in several years. These favorable con- 
ditions are already reflected in payments of 
installments and delinquencies to the Fed- 
eral Land Bank. 


Arthur W. Hawkins, vice-president of the 
Lineoln National Bank & Trust Co., Syra- 
cuse, N. Y., who has just completed a 
monthly survey of trends of industry and 
trade, says he finds a better feeling among 
business men generally at this time. He 
notes that the South and Mid-West are 
reporting a distinct upturn. Necessities are 
finding a ready retail market, although lux- 
uries are still lagging. 
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“The returns from cattle and sheep mar- 
keted from Navajo County this year will 
be so much greater than for a number of 
years past that it will make a big differ- 
ence in economic conditions and the ability 
of farmers and ranchers to pay their ob- 
ligations,” says J. R. McEvoy, vice-president 
and eashier of the First National Bank of 
Holbrook, Arizona. 


—@)— 


The Legislature of Texas has provided for 
a State Planning Board to co-ordinate the 


Federal and State recovery programs. 
Labor, agriculture and reforestation will 
have particular representation on the board. 
The Governor has appointed as its chair- 
man, W. M. Massie, vice-president of the 
Fort Worth National Bank. 

=o-- 


Wisconsin’s revolutionary recovery plan 
to set up printing presses and turn out its 
own “money” on the security of Federal 
funds went before the iegislature recently. 
The program embodies a $209,000,000 pub- 
lie works bill, a $100,000,000 Federal grant 
and a five-point taxation plan. The Govern- 
ment’s $100,000,000 grant would be turned 
over to a state finance corporation empow- 
ered to issue “money” for pay rolls and 
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materials on work projects. “Constant turn- 
over of these notes, which will not cireu- 
late outside the state, will lead to more 
business, greater employment and increased 
tax revenues,’ Governor La Follette said. 
The only new tax proposal in the plan is 
a profits tax whereby individuals and cor- 
porations whose income in 1936 and 1937 is 
raised above the 1934 level would be levied 
for the increase. 
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“Statistics in the comptroller’s office in- 
dicate that the banking structure in North 
Carolina has fully recovered from the crisis 
which followed 1929. Deposits are nearing 
the total reported for June 30, 1929, on 
which date deposits in all banks in the state 
aggregated $331,700,000. 
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General Charles G. Dawes, chairman of 
the City National Bank & Trust Co., Chi- 
cago, has reiterated his prediction of last 
December that the depression would be 
brought definitely to an end in June or July 
by the beginning of a “greatly sustained 
demand for durable goods due to the ae- 
cumulation for five years of postponed de- 
mands.” 
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What is reputed to be the largest transac- 
tion of its kind ever handled by a Chicago 
trust company was completed when the 
Southern California Edison Co. deposited 
with the Harris Trust & Savings Bank, as 
trustee, $73,487,000 to pay bonds called for 
redemption on July 1. 
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Although the net debt of the 48 states 
has increased nearly 600 per cent. in the 
past 20 years, the respective obligations of 
most states are not out of line with their 
resources, according to a survey published 
by the municipal service department of 
Dun & Bradstreet, Ine. 


Cost Analysis 


The bank management commission of the 
A. B. A. is distributing to all members a 
“Manual for Determining Per Item Costs,” 
as booklet No. 15 in its commercial bank 
management series. The purpose of the 
book is to aid banks in analyzing their 
operating costs as a basis for establishing 
equitable service charges. “Cost analysis 
is of prime importance in modern banking,” 
Orval W. Adams, vice-president Utah State 
National Bank, Salt Lake City, chairman 
of the commission, says in a foreword. 
“Through it the bank can determine what 
part of the banking operation is responsible 


for losses and what must be done to elimi- 
nate them. The job is not ended when this 
study is printed and distributed. Cost an- 
alysis is not an end in itself but a means 
to an end. The aim is the elimination of 
wasteful operations and unprofitable busi- 
ness through analysis of accounts and the 
installation of profitable service charges.” 
Copies of the booklet may be obtained from 
the commission at 22 East 40th street, New 
York, at 25¢ each. 


Deaths 


George E. Warren, a director of the New 
England Trust Company of Boston. 
Richard Maury Sims, vice-president and 
trust officer of the American Trust Com- 
pany of San Francisco, at 61. 

Alfred E. Hammer, a trustee of the Con- 
necticut Savings Bank of New Haven, at 77. 
Thomas M. Clark, a director of the Mer- 
chants & Newark Trust Co., at Newark, 
Nd. at 72. 

Joseph H. Strain, a pioneer banker of Okla- 
homa City, at 78. He was state banking 
commissioner in 1923. 

Frank Houghton, president of the Eliot 
Savings Bank of Boston, at 62. He had 
been connected with Boston banks for forty- 
two years. 


Edward J. Turner, chairman of the board 
of the Rutherford National Bank of Ruther- 
ford, N. J., at 76. 

Benjamin Page, chairman of the board of 
the former Pennsylvania Trust Co. of Pitts- 
burgh at 68. 

Edwin C. Estes, vice-president and secretary 
of the South Brooklyn Savings Bank, Brook- 
lyn, N. Y. Mr. Estes was active in the 
Ad, Bi 


Dividends 


The board of directors of the 
Commerce Bank & Trust Co. of St. Louis 
has declared, in advance, three quarterly 
dividends of $1 per share each, payable to 
stockholders on July 1 and October 1, 1935, 
and January 1, 1936. Each dividend pay- 
ment amounts to $100,000 and the July 1 
disbursement is payable to stockholders of 
record June 20. 


Mercantile- 


Fed’l Deposit Insurance 


The associate counsel of the FDIC, Jeff 
Busby, in speaking before the Mississippi 
bankers at their convention said, “The Fed- 
eral Deposit Insurance Corp. has been in 


operation 


under the temporary plan 16 
months. 


As a stabilizing force for reeov- 
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ery from the financial depression, its in- 
fluence has been definite and pronounced. 
Its obligations are to the people, and to 
banking. The commercial banking system 
is necessarily a dealer in credits. The 
stability of it is directly related to the 
price stability of the things against which 
eredits are issued, and of the financial 
standing of the persons responsible for 
their issuance.” 
et 

the discussions of the pending 
Banking Act of 1935 before the senate 
banking subcommittee, Governor Winship 
of Puerto Rico and Governor Pearson of 
the Virgin Islands appeared in person to 
request that the FDIC’s right to determine 
interest rates be extended to their island 
jurisdictions. The pending bill gives the 
FDIC the right to establish interest rates, 
Questioning by Senator Glass revealed that 
all banks now operating in the islands are 
not agreed upon this matter. 


During 


oe 
Three of the Virginia Bankers 
Association, comprising 85 banks in 18 
eounties and four cities in northern Vir- 
ginia, has unanimously demanded that the 
United States Senate restore the original 
1-12 of 1 per cent. assessment for Federal 
deposit insurance, instead of 4 of 1 per 
cent. as passed by the House. 


Group 


Service Charges 


ealeulator 


A service charge which works 
like a slide rule has been originated by 
L. E. Thomas, manager of the analysis de- 
partment of the Crocker First National 
Bank of San Francisco. Though the bank 
controls the patent on the envelope and 
slide, the institution wishes to share it with 
the bankers of America, and it may be 
obtained for a nominal cost of about a 
dime each, depending on whatever type is 
desired of the two schedules available. The 
slides enable quick finding of service fees 
on the basis of four cents per check, based 
on minimum balances of $50, or of $100. 
—@— 

“Banks should quit talking about ‘service 
charges.’ It is true that, under the system 
of letting substantial customers or stock- 
holders pay for services rendered other cus- 
tomers, there are ‘service charges.’ But 
there are no ‘service charges’ if a system 
of charges is properly installed with pay- 
ment on an adequate basis and uniformly 
fair basis,” said E. S. Woolley, before the 
New Jersey bankers convention. “That is, 
a bank cannot and should not dictate how 
much money a depositor shall leave. Neither 
ean it or should it dictate how much service 
any customer shall use. But it can require 
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payment for services used, giving the de- 
positor an option of two ways of paying— 
either by maintaining a profitable balance, 
or by making up the loss to the bank by a 
cash payment. The typical bank policy of 
seeking volume and more volume without 
regard to profit is one on which many an- 
other business has been wiped out. Banks 
must recognize that all costs and profits 
must be recovered through income; that 
they cannot afford to sell dollars for 80 or 
90 cents, because the ultimate end of such 
a policy is bankruptey.” 
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COMING BANKERS’ CON- 
VENTIONS 


STATE 


June 8-10—New York State Bankers Asso- 
ciation, Lake George. 

June 12-13—Ohio Bankers Association, Cin- 
cinnati. 

June 14-15—Wyoming Bankers Association, 
Laramie. 
June 17-18—Utah Bankers Association, Zion 
Canyon National Park. 
June 17-18—Oregon Bankers 
Salem. 

June 19-20—Minnesota Bankers Association, 
Minneapolis. 

June 20-21—Washington Bankers 
tion, Tacoma. 

June 20-22—Virginia Bankers Association, 
Hot Springs. 

June 21-22—Maine 
Rangley. 

June 21-22—Colorado Bankers Association, 
Troutdale-In-The-Pines. 

June 24-26—Michigan Bankers Association, 
Lansing. 

June 25-26—Wisconsin Bankers Association, 
Green Lake. 

July 19-20—Montana Bankers 
Glacier Park. 

July 22-23—Idaho Bankers Association, Yel- 
lowstone National Park. 

Sept. 26-27—Savings Banks Association of 
the State of New York, Hotel Statler, 
Buffalo. 


Association, 


Associa- 


Bankers Association, 


Association, 


GENERAL 

June 10-12—Reserve City Bankers Associa- 
tion, Manchester, Vt. 

June 10-14—American Institute of Banking, 
Omaha, Nebr. 

June 17-21—National Association of Credit 
Men, Pittsburgh. 
Sept. 9-11—Financial 

tion, Atlantic City. 

Oct. 7-9—-Morris. Plan Bankers Association, 
Cavalier Hotel, Virginia Beach, Va. 

Oct. 26-30—Investment Bankers Association, 
Greenbrier Hotel, White Sulphur Springs, 
W. Va. ? 

Nov. 11-14—American Bankers Association, 
Roosevelt Hotel, New Orleans, La. 


Advertisers Associa- 








ern 





Fo: twenty years the door of the Financial 
Advertisers Association has been open to those who be- 
lieved in financial advertising and.sought to better it. The 
problem of better cusiomer. and. public relations was 
taking form in the Association in 1917. Work in the earlier 
days was entirely mutual and mutuality of interests is still 
the keynote, though the Central Office functions efficiently 
in coordinating ideas and plans and-disseminating them 
to members. This is an open invitation to banks, trust 
companies, investment houses and other financial institu- 
tions to join the Association. Dues are moderate; very low 
indeed for the value afforded. Full information regarding 
membership, and advance news of the 20th Annual Con- 
vention may be had by addressing Preston E. Reea, 
executive secretary, 23! South La Salle Street; Chicago 


—o- 20th Annual Convention, Atlantic City, Sept. 9-11 
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